# 














JouRNAL OF AMERICAN INSURANCE 




















THE 






































TLL 
MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


























@ This is A Century of Progress 
Year - a great enterprise which 
promises to be the outstanding event 
in American life for many years. 


Incidentally, this year marks the one 
hundred and eightieth year of con- 
sistent progress and growth on the 
part of Mutual Fire Insurance. 














MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. t3 Chicago, Ill. 


A service organization maintained by the 
Mill Mutuals. 



































Retail Hardware Mutual Fire Insurance Co. 
Minneapolis, Minnesota 
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PREMIUM DOLLAR 





FEDERAL HARDWARE 
& IMPLEMENT MUTUALS 
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FEDERAL’S SAFETY 


These companies set up full legal re- 
serves, have an ample surplus, a sound 
investment program and operate under 
conservative, experienced management. 


These are FEDERAL policy holders’ 


guarantees of safe protection. 


Institution 





An American ¥ 


FEDERAL’S SERVICE 


Instant adjustment of claims is made 
possible through a nation-wide network 
of service offices. Federal service is 


prompt, courteous and complete. 


Nine Fully Equipped Departments 


ATLANTA, GEORGIA NEWARK, NEW JERSEY 

BOSTON, MASS. OWATONNA, MINN. 

DALLAS, TEXAS SAN FRANCISCO, CAL. 

MINNEAPOLIS, MINN. STEVENS POINT, WIS. 
WINNIPEG, CANADA 


Federal Hardware & Implement Mutuals 





Hardware Dealers Mutual Fire Insurance Co. 
tevens Point, Wisconsin 


Owatonna, Minnesota 























Minnesota Implement Mutual Fire Insurance Co. 
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STRENGTH, SERVICE AND SAFETY 
AT A SAVING 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 


OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
Offices From the Atlantic to the Pacific 


” Gale & Stone, Boston Justin Peters, Philadelphia ™ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Mutual Agency, 
Indianapolis, Memphis, Dallas, Kansas City. 
The Martin General Agency, Seattle, Denver, San Francisco, 
~ Los Angeles, Vancouver, Portland, Spokane. P 
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O ARCHITECTURAL 
N WPLNY 


DETAIL OF TRAVEL AND TRANSPORT BUILDING 


Century of Progress Exposition 


A FEATURE of the Chicago World's Fair for 1933 is this “‘sky-hung’’ dome building, 
which strikes a new note in modern construction. It is the first application to architecture, 
on any significant scale, of the principle of the suspension bridge. A glimpse of this 
structure will give a fore-view of what may be characteristic of city sky-lines in the future. 
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About the Insurance World 
Brief Review of What Is In the Magazines and In the Mail 


Which Comes to 


THERE have been 
earthquakes in Califor- 
nia, tornadoes in the 
Middle West, floods nearly every- 
where, hailstorms with stones the size 
of hens’ eggs, the Gulf Stream is re- 
ported to have shifted the direction 
and speed of its current, meteors with 
an afterglow for a good half hour 
have been seen, and other signs and 
portents have appeared which in 
ordinary. times would have set the 
nation atremble. 

But apparently we are a hardier 
people than the soft souled folks who 
flung caution to the winds in the days 
and nights preceding the Fall of 1929. 
Misfortune has become such a com- 
mon phenomenon that it calls not so 
much for wailing at unkind fate as 
it does for starting the necessary 
work of rehabilitation at once. Hu- 
man nature has reasserted its essen- 
tial optimism and faith in the future. 


Signs and 
Portents 


All of which should prove an in- 
valuable advertisement for insurance 
of all kinds. Even though many 
companies have had their difficulties, 
the business of insurance in general 
has stood up to its finanical obliga- 
tions in a remarkable way. Losses 
have been paid with surprising 
promptness and policyholders have 
had comparatively ‘little to worry 
about. 

At the same time the desirability of 
insurance has been emphasized as 
never before. It would seem to be a 
safe prophecy that, once money be- 
gins to flow freely again, insurance 
will go far ahead of any mark which 
the past has set. Rising values such 
as the past few weeks have developed 
mean the need of more protection 


the Editor’s Desk 


and the mounting pay rolls of re- 
opened factories cannot but begin to 
make underwriters busy. Insurance 
may lag behind other industry in 
percentage of increase during the 
first period of returning prosperity, 
but it must also be remembered that 
its curve of depression has never 
dipped so low as, for instance, steel 
production or the building trade. 


When the whole picture of the 
past three years is viewed in proper 
perspective, insurance will be seen to 
have divested itself of some of its 
faults but to have maintained its 
solid virtues, which have made it 
indispensable in modern commerce. 


Changes in THE Committee on 


Standard Blanks of the Na- 
Statement tional Convention of 
Blanks Insurance Commis- 


sioners held its an- 
nual meeting at the Hotel Commo- 
dore in New York on May 9th and 
agreed on a number of changes, 
which are subject to approval of the 
convention at its annual meeting in 
Chicago. 


In the blanks used by stock and 
mutual fire and miscellaneous com- 
panies items for the reporting of in- 
come, disbursements and assets were 
added, and certain items were added 
under the underwriting and invest- 
ment exhibit to cover the amortiza- 
tion of bonds. In the stock and mu- 
tual fire companies’ blank, the com- 
pany deleted from page six the entire 
block regarding risks, it being felt 
that the value of this information on 


the premiums on various classes was 
doubtful. 


THE General Ar- 
rangements Com- 
mittee for the An- 
nual Meeting of the National Associ- 
ation of Mutual Insurance Companies 
and Federation of Mutual Fire In- 
surance Companies, to be held in 
Minneapolis this fall, has recently 
been appointed. The Committee is 
as follows: 


Mutual Conven- 
tion Committee 


T. G. McCracken, Chairman 
D. P. O'Neil, Minneapolis 
Ed. Indrehus, St. Paul 
Andrew French, St. Paul 

A. E. Anderson, Cottonwood 
S. T. Sager, Minneapolis 

C. I. Buxton, Owatonna 

H. L. Hjermstad, Red Wing 


Plans are now being laid for the 
coming meeting and it is expected to 
fully uphold the traditions of success 
established by joint meetings of these 
two organizations in the past. 


Chamber of Com- THE Chamber 
merce Opposes of Commerce of 
Insurance Deposits the United States 

at its annual 
meeting in Washington, referred a 
resolution opposing special deposits in 
separate states to the board of direct- 
ors for further consideration. The 
Chamber took the position that de- 
posit legislation is based upon errone- 
ous principles. The organization ap- 
proved the recommendation of the 
Resolution Committee that the board 
of directors give sufficient study to 
the matter to present organization 
members in the various states with all 
the facts. These members will be 
requested to interest themselves in the 
legislation in their particular state. 
Deposit laws have been introduced in 
a large number of states during the 
past year, but they have been enacted 
into law in only a very few. 
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Rumor Spreading DEPUTY Su- 
Warned Against perintendent of 

Insurance Thom- 
as B. Cullen ot New York, in an ad- 
dress before the New York State Life 
Underwriters Association, warned 
against carelessly aiding to spread 
rumors about the condition of insur- 
ance companies in general, and life 
insurance companies in_ particular. 
He asked his audience to reflect, be- 
fore repeating a story about a com- 
pany, on how harmful it can be and 
on the further fact that most of the 
rumors are false. 


REINSUR- 
ANCE of the 
business of IIli- 
nois Manufac- 
turers Mutual Casualty Association 
by the Lumbermens Mutual Casualty 
Company of Chicago was announced 
on May 9th. Under the reinsurance 
plan, unanimously approved by the 
boards of directors of the two com- 
panies and by Ernest Palmer, Illinois 
Superintendent of Insurance, the 
Lumbermens assumes all outstanding 
loss liabilities of the Illinois Manu- 
facturers Company. 


Illinois Manufac- 
turers Reinsures 
in Lumbermens 


Harding Elected J] O H N C. 
Insurance Director HARDING of 
National Chamber Chicago, wes t- 

ern manager for 
the Springfield Fire & Marine, was 
elected to the board of directors of 
the Chamber of Commerce of the 
United States at the annual meeting 
at Washington May 2nd. He joins 
Justin Peters of the Pennsylvania 
Lumbermens as insurance director. 
Mr. Harding was supported by both 
the stock and mutual insurance com- 
panies and had only nominal opposi- 
tion. 


Fletcher Bill 


Passes Senate 


THE Senate has 
passed the Fletcher 
bill which provides 
tor the purchase by the Reconstruc- 
tion Finance Corporation the pre- 
ferred stocks, bonds, or debentures 
of insurance companies. The meas- 
ure will now go to the House where 
it is expected to be acted upon before 
adiournment of the special session. 


The bill provides that no aid shall 
be extended to any company until it 
can show that it can furnish an 
amount of new capital equal to that 
for which application is made to the 
R. F. C., or if any officer, director, 
or employee of the company is re- 
ceiving compensation at a rate in ex- 
cess of $17,500. The company also 
must agree not to increase such com- 
pensation and not to retire any of its 
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stocks, notes, bonds, or debentures 
issued for capital purposes while any 
of its stocks, bonds or debentures are 
held by the corporation. 


New Rules for 
Auto Fleet 


THE National 
Automobile Un- 
derwriters Asso- 
ciation has adopted new rules for rat- 
ing fleets of automobiles, with one 
formula for use with larger fleets and 
another to be applied to smaller risks. 
Two new types of fleets are recog- 
nized under the new formula. For 
the larger type of risk Formula “A” 
is set up, which it is believed will 
strictly measure the hazards of the 
more sizable fleets. This is a strictly 
experience rating form which neces- 
sitates the filing of at least two years 
and not more than three years of past 
experience. There has been consider- 
able dissatisfaction with the old for- 
mula because it did not produce equi- 
table rates for the larger type risk. 
The new Formula “A” follows: 


“To be eligible for special rating under 
Formula “A” a fleet must be composed of 
automobiles which were previously insured 
for at least two years and are: (a) under 
one ownership; and (b) used for busi- 
ness purposes and must consist of (c) not 
less than 100 automobiles; or (d) a less 
number of automobiles provided at least 
25 of them are busses. (Note: Where 
motorcycles, trailers and/or semi-trailers 
are a part of the fleet, they may be in- 
cluded, but not permitted to influence or 
be part of the eligibility requirements).” 


Fleets that qualify under Formula 
“A” must not be rated under Form- 
ula “B,” which is for the smaller fleet 
and is essentially the same as the 
present formula. The Association 
also points out to members that 
Formula “B” is not to be used for 
the larger risks. The new Formula 
“B” follows: 

‘ 

“To be eligible for special rating under 
Formula “B” a fleet must be composed of 
automobiles which are (a) under one 
ownership; and (b) used for business pur- 
poses and must consist of (c) not less than 
ten but not more than ninety-nine auto- 
mobiles, nor in any event more than 
twenty-four busses; or (d) less than ten 
automobiles provided the original cost of 
the automobiles when new was $15,000 or 
more, and also (e) fleets of not less than 
one hundred automobiles or a less number 
of automobiles provided at least twenty- 
five of them are busses which have not 
been in existence before, or which have 
not been previously insured.” 


States in which filing must be made 
before the new fleet formulas are 
used include Alabama, Indiana, Kan- 
sas, Missouri, Oklahoma and West 
Virginia. The Association does not 
exercise jurisdiction over fleet rates 
in Louisiana, Mississippi, Texas and 
Virginia, and fleet rates are not per- 
mitted in Washington and Oregon. 


Modifies Sixty 
Day Loss Rule 


THE Executive 
Committee of the 
National Board of 
Fire Underwriters has materially 
changed the operation of the sixty 
day loss rule. The Board’s bulletin 
to members follows: 

“The Executive Committee at a special 
meeting today (May 11) considered the 


subject further and adopted the following, 
effective May 15, 1933: 


“That this recommendation apply to 
claims in excess of an aggregate loss 
to the assured of $500 in lieu of $100 
as heretofore recommended. 


“Tt is further voted that the recom- 
mendation shall not apply to automobile 
collision, property damage, tornado, 
windstorm, earthquake, hail, rain and 
conflagration losses. 


“It was also the opinion of our Com- 
mittee that the recent Ellsworth, 
Maine losses be treated as conflagration 
losses and that application of the 
thirty-sixty day rule be waived.” 


Auto and Quake IN VIEW of the 
Deaths in wide publicity giv- 
California en to the loss of 

lives in the recent 
earthquake in California it has been 
pointed out that with 80 persons a 
day being killed in automobile acci- 
dents in different parts of the coun- 
trv. approximately the same number 
of people meet death that way every 
36 hours week after week and month 
after month as were killed in the 
Southern California disaster. Thus, 
in 1933 the automobile is likelv to kill 
as many people as would be killed in 
240 earthquakes of this magnitude. 


Ask Receiver for A PETITION has 
Fort Dearborn been filed in the 
of Ill. Circuit Court of 

Cook County, Illi- 
nois by Attorney General Otto Ker- 
ner asking for the appointment of a 
receiver for the Fort Dearborn In- 
surance Company of Chicago. The 
action was taken at the request of 
Insurance Commissioner Ernest Pal- 
mer. 

The petition alleges that an ex- 
amination of the company just com- 
pleted by the insurance Department 
has revealed an impairment of $126,- 
408 in its capital. 


The examination report states that 
the company’s gross assets are listed 
at $661,292.00, but declares of this 
amount $174,990 is not admitted un- 
der the laws of the state governing 
insurance company investments. Ad- 
mitted assets are therefore placed at 
$486,301. Liabilities, other than to 
stockholders, are held to be $362,710, 
resulting in an impairment of its 
nominal capital of $250,000. 

The Fort Dearborn Insurance 
Company was organized by John L. 

(Continued on Page 8) 
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Commissioners ‘To Meet In Chicago 


June 1st, 2nd and 3rd Are Dates of Gathering of Insurance 
Department Heads In Sixty-Fourth Annual Gathering 


T the meeting of the National 
Convention of Insurance Com- 
missioners in New York last 

December, it was decided as a meas- 
ure of economy and convenience to 
hold the usual Executive Committee 
session and the regular Fall gather- 
ing as a combined meeting in Chicago 
on June Ist, 2nd, and 3rd. This 
solution to the Convention problem 
worked out, by a fortunate circum- 
stance to make the dates fall during 
the opening week of the Century of 
Progress Exposition in the mid-west- 
ern metropolis. The conjunction of 
important matters to be discussed by 
the Commissioners and the natural 
attractions of the Fair is expected to 
result in an attendance which will 
come close to being a record breaker. 
The Canadian Commissioners have 
been invited and thus the Convention 
will take on an international aspect. 


The Edgewater Beach Hotel is to 
be the scene of the sessions, which 
will be for the most part open to the 
public, especially in the deliberations 
of the early part of the Convention. 


Insurance Supervision, Investments 


of Insurance Companies and Security 


Valuations will be among the subjects 
which undoubtedly will be given 
thorough consideration; and the us- 
ual routine of committee reports and 
subjects assigned at the last meeting 
will fill in the remaining moments of 
a busy three days. 


Apropos of the meeting, it is per- 
tinent to remark that the Commis- 
sioners in general, and particularly 


through the acts of the Convention, 
have been a stabilizing force of in- 
estimable value to the business world. 
Many times, especially during the 
past four years, they have, by wise 
leadership, succeeded in tiding over 
tense situations in which the difficul- 
ties of the moment might easily have 
brought magnified troubles to various 
insurance interests. While the entire 
history of the Convention is full of 
instances of constructive decisions, 
the Commissioners’ group has never 
shown more outstanding evidence of 
its high worth than in its most recent 
deliberations. 


The Convention has functioned for 
a long period most excellently, and 
has met many crises with sober judg- 
ment and clear understanding of the 
rights of both the companies and the 
public. It is to the glory of the or- 
ganization that those who compose 
it have steered a course so remark- 
ably true to the best interests of all 
concerned. 

DOD 


OOKING back over the meetings 

of the Convention, its continued 
good record is seen to be quite re- 
markable. The insurance fraternity 
has often held its breath, waiting 
while the Commissioners deliberated 
on matters which might easily have 
meant life or death to much desired 
hopes, or even to the very existence 
of some of the companies themselves. 
But the inherent common sense of 
the group has on many an ocasion 
prevented serious trouble in the in- 
surance field. 


The Convention is in the nature 
of a league bound loosely by ties of 
tentative agreements, with each Com- 
missioner retaining a right of veto 
of any resolution as applying to his 
own state. Happily, such individual 
action, so far, has seldom worked 
any injustice or other harm. What 
has been deemed good for all has 
generally been accepted as the best 
also for one, and a large measure of 
harmony which could not have been 
attained without the Convention has 
been accomplished with it. 


Thus there are large hopes that 
the meeting at the Edgewater Beach 
will-result in still further unifying 
the business of insurance so that it 
may continue to serve better-and- 
better the interests of the public, 
which is, of course, the major justi- 
fication for its*existence. 


The members of the Convention 
work hard, and by the same token 
are entitled to the opportunity for 
much entertainment between and af- 
ter sessions. It has been the custom 
often for some organization con- 
nected with the insurance business, 
located in the city where the conven- 
tion is holding its meeting, to act as 
host for the commissioners. Stock 
company groups, agents’ associations, 
or individual companies have in the 
past taken upon themselves the gra- 
cious burden of seeing that those 
attending the Commissioners’ gath- 
ering did not lack for suggestions as 
to things to do and places to go. 


(Continued on Page 30) 








Notes About Insurance 
(Continued from Page 6) 
Walker and associates and wrote 
mainly automobile insurance. Mr. 
Walker had previously been connect- 
ed with the Fort Dearborn Casualty 

Underwriters, a reciprocal. 


THE executive 
committee of 
the Inland Ma- 
rine Under- 
writers Association has approved the 
recommendations of the Motor Truck 
Cargo Committee and it will include 
automatic cancellation for non-pay- 
ment of premiums in its form. 


New rules are to apply in all mo- 
tor vehicle carrier policies written 
after July 1, with the exception of 
annual policies, or those issued for 
less than one year, in which cases the 
rules apply only on expiration date 
on and after Tuly 1, 1933, or on the 
termination date if termination is 
made before Julv 1933. 

All policies which are written on 
a reporting basis must provide, under 
the terms of the resolution, that the 
period covered by each report shall 
not exceed one month, and that the 
due date as to all reports and pay- 
ments of premiums therefor, shall be 
made not later than thirty days from 
the date of the last day covered by 
each report. 

All policies shall contain a clause 
stipulating that regardless of any- 
thing to the contrary expressed in the 
policy, it is agreed by the insured that 
in case any monthly reports should 
not be rendered and the premium ap- 
plving to it should not be paid to the 
company or a duly authorized agent 
on or before the stipulated due date, 
the policy automatically would be 
cancelled from the due date, and no 
further notice of cancellation and/or 
termination of the policy would be 
necessary, but that the earned premi- 
um up to the time of the termination 
would be due and payable. 


Federal Control 


of Insurance 


Automatic Cancel- 
lation for Motor 


Truck Policies 


THE recurrent ru- 
mors that an ef- 
fort would be 
made to bring insurance under the 
control of the Federal government 
received concrete confirmation on 
May 10th when Senator Robinson of 
Indiana introduced a joint resolution 
in the Senate of the United States to 
propose a new constitutional amend- 
ment which would give the Federal 
government control of insurance. 
Senator Robinson’s speech on this 
subject reads as follows: 

Mr. ROBINSON of Indiana. “Mr. 
President, facts have been brought to the 
attention of the Senate which indicate that 
the methods of several insurance compa- 
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nies of the country are under suspicion. 
Instances of gross mismanagement have 
been disclosed which are of sufficient 
gravity as to indicate the imperative need 
of further exploration in this field. It is 
of the utmost importance that policyholders 
be protected from recurring instances of 
misconduct and extravagances on the part 
of company officials. 


“Insurance as an institution is of such 
great value to the people and the ends 
so commendable that it is essential that 
evils in the business or misconduct in man- 
agement, if they exist, be exposed at the 
earliest possible moment in order that the 
people may not lose confidence in the ex- 
cellent purpose of insurance itself. 

“T am personally such a firm believer in 
the great value of insurance that I will go 
to almost any extreme to bolster up con- 
fidence among policyholders in the bene- 
fits of carrying insurance. But I am 
equally anxious that they be not defrauded 
of their savings by unscrupulous or even 
vicious management of the companies 
which may be carrying their insurance. 

“When we learn that large companies of 
the United States since the depression be- 
gan have increased salaries of executive 
officials to such aggregates as $200,000 
per year, to say nothing of other extrava- 
gances in management, while at the same 
time they have violated their contractual 
obligations to the extent of denying loans 
to policyholders on the policies and have 
suspended payments under the cash-sur- 
render clause, it is high time that the 
United States Senate take note of what is 
going on. 

“The very purpose of insurance is to 
protect the policyholder against the pro- 
verbial rainy day. How tragic then it 
must be when the rainy day comes and 
the policyholder learns that he is denied 
the benefits for which he has been paying 
throughout the years. Such practice re- 
sults in the defeat of the very purpose of 
insurance and in irreparable injury to the 
policyholder. 


“There should be a thorough Federal 
investigation of the subject; but, unfortu- 
nately, the National Government at pres- 
ent has no authority whatever over insur- 
ance companies. They are State institu- 
tions, and the United States Supreme Court 
has decided that insurance is not commerce 
and therefore not within the commerce 
clause of the Federal Constitution. This 
situation should be corgected. Therefore 
I desire to introduce a joint resolution pro- 
posing an amendment to the Constitution 
of the United States, the proposed amend- 
ment to read as follows: 

‘Resolved by the Senate and the 
House of Representatives of the Unit- 
ed States of America in Congress as- 
sembled (two-thirds of each House 
concurring therein), That the follow- 
ing article is proposed as an amend- 
ment to the Constitution of the United 
States, which, when ratified by the 
legislatures of three-fourths of the 
several States, shall be valid to all in- 
tents and purposes as part of the Con- 
stitution of the United States, namely: 


‘Article— 

‘Section 1. The Congress shall have 
the power to regulate the business or 
commerce of insurance throughout the 
United States and all territory subject 
to the jurisdiction thereof. 

‘Section 2. Congress shall have pow- 
er to enforce this article by appropri- 
ate legislation.’ 


“Mr. President, I send the joint resolu- 
tion to the desk and ask unanimous con- 


sent that I may be permitted to offer it and 
that it may be referred to the Committee 
on the Judiciary.” 


There being no objection, the joint reso- 
lution (S. J. Res. 51) proposing an amend- 
ment to the Constitution of the United 
States with respect to the regulation of the 
business or commerce of insurance, was 
read twice by its title and referred to the 
Committee on the Judiciary. 


THE activities of 
the Sprinkler 
Leakage Confer- 
ence and the Ex- 
plosion Confer- 
ence, which for years have been close- 
ly affiliated, were brought closer to- 
gether by the election of the same 
officers and committees for each 
group. Actual consolidation cannot 
be effected, as each Conference has 
a few members who are not eligible 
to membership in the other because 
they do not do the class of business 
over which it exercises jurisdiction. 


Unite Sprinkler 
Leakage and 
Explosion 
Conference 


W. F. Roembke has been manager 
of both conferences for a long time. 
They occupy an office together and 
employ the same staff. Many of the 
matters which each has to consider 
are common to both. They now have 
the same officers and executive com- 
mittees, with the exception that in 
the Sprinkler Leakage Conference 
T. M. Brink of the Southern Fire is 
Secretary and D. G. Stone of the 
Aetna Casualty & Surety is Treas- 
urer, while in the Explosion Confer- 
ence Mr. Brink is Secretary-Treas- 
urer. 


Outlines Proper IN ANaddressde- 


Test for livered before the 
Insurance Insurance Confer- 

ence of the Amer- 
ican Management Association by 


P. D. Betterley, the best methods for 
management to use in order to secure 
the greatest benefits from insurance 
were outlined. 


“Tt is the responsibility of management 
to guarantee the conservation of existing 
assets and to maintain production income, 
insofar as it is possible, through preven- 
tion of casualties- or protective covers,” 
Mr. Betterley said. “When business 
makes up its chart of management activi- 
ties, the subject of protection usually oc- 
cupies an unimportant position, if men- 
tioned at all, and yet the entire assets of 
the business are involved, as well as 
much of the future earning capacity. The 
insurance activity ‘of a business is, there- 
fore, of major importance and should be 
under executive supervision. 

“Management can economically use in- 
surance to a greater degree and obtain the 
best results by the following methods: 

“1, Acquiring reasonable knowledge of 
insurance thereby obtaining coverage to 
sound limit of insurable value, avoiding ex- 
travagance in protection. Buy on merit 
and not through business expediency or 
friendship. 

(Continued on Page 15) 
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One Second’s Carelessness of a Workman May Mean Years of Payment By an Insurance Company 


Recent Compensation Experience 


Present-Day Problems Which Are Pressing 


for Solution In This 


Important Division of the Casualty Field 


SHALL limit myself .to a dis- 

cussion of certain aspects of 

workmen’s compensation insur- 
ance. It is estimated that more than 
$500,000,000 was paid during the 
years of 1930, 1931, and 1932 in bene- 
fits to injured employees and their 
dependents under the workmen’s 
compensation laws of the forty-four 
states having such laws. Many thou- 
sands of dependents of workmen 
killed in industry, many thousands of 
injured workmen have received regu- 
lar compensation payments, who, in 
the depression years of the 1890's 
would have been dependent upon 
frends, relatives, or public charity. 

The medical and surgical care pro- 
vided injured workmen has reduced 
suffering and minimized the disab- 
ling effects of injuries. Perhaps it is 
not amiss to suggest that the mem- 
bers of the medical profession and 
hospitals have had paying patients in- 
stead of charity patients, as was too 
often the case before the enactment 
of compensation laws. 

Of even greater importance is the 
impetus which has been given by our 
workmen’s compensation system to 
efforts to reduce the number of in- 
jured and killed. While interest in 
safety may have antedated the pass- 


By S. BRUCE BLACK 


Liberty Mutual Insurance 
Boston, Mass. 
Address before the Round Table Conference, “In- 
surance Under Changed Conditions,’ New Willard 
Hotel, Washington, D. C., Thursday, May 4, 1933. 


President, Company, 


age of workmen’s compensation laws, 
it has been the cooperation between 
insurance carriers and employers de- 
veloped under our workmen’s com- 








1933 MEETING 
CHAMBER OF COMMERCE 
OF THE 


UNITED STATES 


NE of the best attended and most 

interesting meetings in the history 
of the United States Chamber of Com- 
merce was held in Washington, D. C., 
on May 2nd, 3rd, and 4th. A wide va- 
riety of subjects was discussed at the 
various sessions, and insurance received 
particular attention in outstanding ad- 
dresses by S. Bruce Black, President of 
the Liberty Mutual Insurance Company 
of Boston; Paul L. Haid, President, In- 
surance Executives Association of New 
York; and M. A. Linton, President, 
Provident Mutual Life Insurance Com- 
pany of Philadelphia. The text of their 
speeches is printed on this page and 
succeeding pages. 


President Franklin D. Roosevelt was 
guest of honor at the banauet held at 
the Washington Auditorium on May 4th, 
and delivered a cheering message to the 
business men of the nation. John C. 
Harding, Western Manager of the 
Springfield Fire and Marine, was elected 
Director of the Insurance Division of the 
Chamber. 




















pensation system which has made the 
safety of workmen a primary con- 
cern of efficient industrial manage- 
ment. 

We should not permit our concern 
with certain present problems to 
overshadow the benefits to employ- 
ers, employees, and the public which 
have followed the transition from a 
system of negligence law to a system 
of statutory workmen’s compensa- 
tion in all but four of our states dur- 
ing the past twenty-one years. 

Recent trends in workmen’s com- 
pensation may be considered in three 
classes : 

(1) Those caused by certain character- 
istics of human nature which make 
all forms of disability insurance 
more costly in bad times than in 
good times. 

(2) Those which have directly to do 
with the unemployment, reduced 
wages and the general deflation 
brought about by the depression. 


Those which are brought about by 
the broadening of the scope of work- 
men’s compensation laws, partly 
through more general knowledge on 
the part of the workmen of the 
possibilities for claiming benefits, 
partly through the broadening in- 
terpretation of the laws by admini- 
strative boards, and partly through 
frequent statutory amendments to 
the laws. 
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T has long been known that, in a 
I period of declining employment, 
two things are likely to happen; 
first, a decrease in the frequency of 
accidents ; and second, an increase in 
the length of time an injured worker 
will be paid compensation. 


The evidence indicates that during 
this depression the frequency of ac- 
cidents to workers has probably de- 
clined somewhat, with numerous ex- 
ceptions in individual industries 
where increasing mechanization and 
changed processes have increased the 
injury hazard. 

There has been, however, a defi- 
nite increase in the duration of com- 
pensation payments for injuries. In 
many cases, the minimum weekly 
benefits under the compensation law 
exceed in this period of depression 
what the worker was earning before 
he was disabled. Our Industrial Ac- 
cident Boards and Commissions, not 
infrequently, are unwilling to find a 
man is able to work unless he has a 
job. The increased compensation 
cost of injuries was even more 
marked between the war period of 
1917 to 1919 and the depression of 
1921 and 1922 than it has been dur- 
ing this depression. Its importance 
varies from state to state, depend- 
ing on the relative importance of the 
fixed benefit schedules and the inde- 
terminate benefits provided in the 
compensation laws. But, this condition 
is not peculiar to workmen under 
compensation insurance. [ven with- 
out workmen’s compensation laws 
prescribing the benefits and without 
State Boards to decide the duration 
of disability, life insurance compa- 
nies have found the cost of total dis- 
ability provisions in their contracts 
has increased so greatly that they 
have sharply restricted such insur- 
ance. The companies writing per- 
sonal accident and health insurance 
have felt this rising cost just as have 
the compensation carriers. It is an 
experience which is common to any 
form of disability insurance where 
the total benefits to be paid are not 
specifically stated in the contract. 


There has been another increase in 
cost which is peculiar to workmen’s 
compensation. In many cases, em- 
ployees, injured in past years, who 
were paid compensation for the ad- 
judged period of their disability and 
returned to work, have been thrown 
out of employment during the past 
three years and have made claims 
for additional compensation because 
of old injuries. These reopened 
cases have cost millions of dollars. 


We now come to a consideration 
of some of the more direct effects of 
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the great shrinkage in industrial pay- 
rolls and wage rates on workmen’s 
compensation. Figures of the Unit- 
ed States Bureau of Labor Statistics 
indicate that something under $5,- 
000,000,000 was paid as wages to 
5,441,000 wage earners in manufac- 
turing industries in 1932, an average 
weekly wage of $17.34. In 1929, 
8,838,000 wage earners received over 
$11,000,000,000, an average weekly 
wage of $25.28. 


The total payrolls upon which 
workmen’s compensation premiums 
are based have been reduced by more 
than 50 per cent. Despite substan- 
tial increases in insurance rates, there 
has been a shrinkage in the premium 
income of the insurance companies 
of nearly 40 per cent since 1929, 


The companies have not been able 
to shrink expenses commensurately 
with the shrinkage in their incomes. 
In fact, more intensive service, both 
in accident prevention and in atten- 
tion to claims, has been required of 
the companies because of changes in 
manufacturing methods, and because 
of increased difficulty in controlling 
loss payments. 


The sharp decrease in weekly 
wages has had a marked effect on the 
ratio of losses to payroll. Medical 
costs are proportioned to the number 
of persons treated, not to the pay- 
rolls. Even if the scales of medical 
and hospital fees had remained at a 
constant level, each cut in wages 
would have meant a higher ratio of 
medical costs to payroll. But, for 
some years before the depression, 
medical costs per injury had been 
rising, due partly to more extended 
treatment and new forms of special- 
ized treatment, partly to a continu- 
ing liberalization in the compensation 
laws, and partly to increased fee 
schedules by doctors and hospitals. 
Because the premium is based on pay- 
rolls, the rate required to cover med- 
ical costs has risen very materially. 
Unless the medical costs of treating 
injuries are reduced to the same ex- 
tent as weekly wages of wage earn- 
ers, the premium rate required will 
be higher than during the period of 
high wages. 

OSD 


Ee JMPENSATION laws provide 
payments to injured workmen 
or their dependents of a percentage 
of the weekly wage, but with a 
certain maximum limit to the weekly 
benefit and a certain minimum weekly 
benefit. Because of these upper and 
lower limits, the compensation loss 
payments do not rise and fall pro- 
portionately with changes in the pay- 


roll. During the years prior to 1930, 
wages were high due to high hourly 
wage rates and full-time employment, 
and so in many industries substan- 
tial proportions of the payroll rep- 
resented wages in excess of the maxi- 
mum compensation wage. This ex- 
cess did not increase the loss pay- 
ments or the medical payments, but 
it was part of the payroll used in 
making rates, and rates were lower 
than they would have been had no 
wages in excess of the maximum 
compensation wage been included in 
the payroll. 

The situation has changed radically 
due to reduced hours of employment 
and lower hourly wage rates. Now, in 
many cases the weekly wages are 
less than the minimum weekly com- 
pensation payment. Losses have 
been reduced only to the extent that 
reduced earnings reflect reduced 
hours employment which reflect a 
smaller number of accidents. 

Clearly, then, a premium rate, if 
based on 1929 wage conditions, would 
not give an adequate premium for 
1933 wage conditions. 

Were premiums based on the num- 
ber of workers or the number of 
man-hours worked, the premium rates 
—hbut not necessarily the premiums— 
would have been higher in 1929, and 
changes in wages would not in them- 
selves have made increases in rates 
necessary during the past three years. 


We now come to the third class of 
workmen’s compensation problems— 
the continuing broadening of the ap- 
plication of both the substantive and 
procedural laws. 

The Massachusetts Compensation 
Law became effective in July, 1912, 
nearly twenty-one years ago. Of the 
twenty legislative sessions held since 
then, at least sixteen have resulted in 
amendments which have to a greater 
or lesser extent broadened its appli- 
cation or increased the benefits. The 
same tendency has prevailed in other 
states. Of course, these amend- 
ments have increased the cost, many 
of them so directly and specifically 
that the increased cost was recognized 
and rates were increased at once. 
Many, however, were either indirect 
in their efforts, or the changes were 
so small individually, it was not until 
some years later, when the actual ex- 
perience became available, that the 
importance of these amendments be- 
came evident. 

There have also been broadening 
interpretations in the laws made by 
courts and administrative boards 
which have increased costs. Here 
again, it has not been possible to an- 
ticipate the precise effect of such 
changes. 








_ All aside from these influences 
which have been increasing compen- 
sation costs is another which has had 
too little recognition. The transition 
from a negligence system of many 
years standing was not accomplished 
by the mere passage of a Workmen’s 
Compensation Law. It has taken a 
considerable period for all workmen 
to become fully aware of all their 
rights under the laws, and perhaps 
we may add in some cases they have 
gradually come to learn how to get 
the maximum benefits whether right 
or not. There has been in every 
state, and I believe, in all countries, 
a gradually rising trend in costs due 
to this widening knowledge of the 
laws over a considerable period of 
years after the adoption of a com- 
pensation system. 


These increasing cost tendencies 
are not entirely peculiar to work- 
men’s compensation. In the states 
which have continued under the 
negligence system, there has been a 
steadily rising cost of injury claims, 
and we have all observed the increas- 
ing cost trend in automobile accident 
cases over the past ten years. 

We have recognized two additional 
trends very recently: 


oo 


IRST, processes of industry 

have been changing rapidly dur- 
ing the past dozen years. There has 
been greater mechanization, an in- 
creasing importance of chemistry in 
industry, and exposure of workmen 
to more and sometimes greater haz- 
ards. In many cases, new methods 
and use of machinery have reduced 
hazards; in many, greatly increased 
hazards. Let me give just one very 
common illustration— 


Twenty years ago, the traveling 
salesman was engaged in one of the 
least hazardous occupations. He 
traveled on the railroads. In 1932, 
there was only one fatality to pas- 
sengers on our railroads. Now the 
salesman drives an automobile, sub- 
ject to all the hazards of the high- 
way. His accident rate is approach- 
ing that of the commercial chauffeur. 


Second, there have been other 
changes—development of new medi- 
cal knowledge and hypotheses, 
changes in attitude toward the re- 
sponsibility of employers for the 
health of their employees—which 
have tremendously broadened the 
costs of work injuries or diseases. 
Some of our compensation laws bring 
occupational diseases under their 
provisions, others do not. Many dis- 
eases, long existent, and many new 
ones, attributed to new work hazards, 
have been brought within the com- 
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pensation laws. Where compensa- 
tion laws do not include occupational 
diseases juries, in many such cases, 
are assessing heavy damages under 
negligence laws. 


There can be no question that very 
fundamental influences have been at 
work, which have greatly increased 
the employer’s responsibility to his 
employees and, therefore, the cost of 
work injuries. This is true whether 
we are operating under Workmen’s 
Compensation or Employers’ Liabil- 
ity Laws. 


I have sketched some of the more 
important trends which have been ob- 
served in workmen’s compensation. 
These trends have had an important 
effect on the cost of compensation to 
the employer and on the experience 
of the insurance carrier. 








S. Bruce BLAck 


President, Liberty Mutual Insurance Co. of Boston, 
Who Analyzes Compensation Problems in This Issue. 


Just what do these trends indicate 
when measured in terms of results 
to the insurance companies and of 
action toward better results? 


It is true that to a majority of 
companies the writing of compensa- 
tion insurance has not been profitable 
as a whole during the past ten years. 
It is not true that these unsatisfactory 
results can be attributed entirely to 
the depression. In general, this 
period has not increased the loss 
ratios of the companies as compared 
with the period before the depression 
in anything like the same degree as 
the depression of 1920 and 1921. The 
difference has been that the experi- 
ence of the companies during and 
immediately after the war had been 
very favorable, while the experience 
before this depression had been un- 
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favorable ; and while, for all the rea- 
sons I have enumerated, the effect 
of unemployment and wage reduc- 
tions has been to increase the ratio 
of losses to payroll, the general 
country-wide increases in rates of ap- 
proximately 30% have probably 
fully discounted these changes, and 
the current experience of the com- 
panies is, if anything, better than be- 
fore the depression. 


Nor can it be fairly said that the 
control exercised over compensation 
rates by Insurance Departments un- 
der rate regulatory laws has been re- 
sponsible for unfavorable experience, 
for, as a matter of fact, in the states 
in which the companies are free to 
make their own rates without state 
control, the loss ratios have been no 
more favorable than in the states 
where rates must be approved by 
state officials. Instead, I think, the 
evidence indicates that rate regula- 
tion has not only been a real pro- 
tection to employers against unfairly 
discriminatory rates, but in general 
it has greatly benefited the insurance 
carriers, and | should place near the 
top of changes needed in the com- 
pensation business an extension of 
rate regulation into all states. Over 
a period of years, most Insurance De- 
partments have exercised their regu- 
latory powers with reasonable re- 
gard for both the buyer of insur- 
ance and the insurance company. The 
effectiveness of existing regulations, 
as a protection to both buyer and 
seller of insurance, is lessened today 
by the existence of open rate terri- 
tory. Ultimately by the enactment 
of regulatory laws in all states and 
immediately through the already ex- 
isting machinery of the National Con- 
vention of Insurance Commissioners 
and the National Council on Com- 
pensation Insurance, effective sup- 
ervision can and should be extended 
to the whole field of compensation 
insurance so that the purposes of 
rate regulation which are protection 
for the employer and the employee 
may be fully realized. 

With this support, the companies, 
themselves, in co-operation with em- 
ployers can and should place the 
business of compensation insurance 
on a stable and satisfactory basis. 


ET us take a look at some of the 

other things that are necessary. 
In my opinion, compensation can be 
handled successfully if handled posi- 
tively. It must be viewed as a busi- 
ness not as an accommodation. A 
bad risk handled as a sideline inevit- 
ably becomes a worse risk. The rec- 
ords are full of individual risks and 
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sometimes whole industries where 
effective accident prevention work 
has produced such results that the 
cost of compensation insurance is 
lower now than ten or even twenty 
years ago, despite all the factors 
tending to increase compensation 
costs. No company is qualified to 
write workmen’s compensation in- 
surance unless it is equipped and 
willing to give both intensive and in- 
telligent service in preventing in- 
juries and in minimizing the efforts 
of injuries. Service is a much abused 
term. It does not mean a lot of fine 
sounding frills created by desk en- 
gineers and claims men. It means 
the kind of service that takes each 
plant as a high class doctor takes a 
patient ; attempts to diagnose its in- 
jury hazards, using all knowledge 
that is available ; tries to find a course 
of treatment which will improve the 
conditions of the plant; continues to 
watch to see that the treatment is car- 
ried out and to discover symptoms 
of new diseases. 

It has been my experience that a 
bad loss ratio on an individual plant 
or industry cannot be cured by higher 
rates alone. [*requently higher rates 
are required, but always lower losses 
are required if the risk is to be made 
profitable, and the best promise of 
lower losses lies in sound accident 
prevention service. 

I have already referred to higher 
medical costs due partly to an up- 
ward trend in the cost of treating in- 
dividual injuries but chiefly to the 
decreasing wage level upon which 
premiums are assessed. An import- 
ant part of the increased rates of the 
past three years has been due to the 
higher medical costs in proportion to 
payrolls. It is not enough to ask 
that the premium rate be high enough 
to cover the actual medical cost. 
There is an obligation upon the in- 
surance carrier to see that the in- 
jured employee will have the kind 
of medical care that will soonest and 
most completely restore him to earn- 
ing power; but there is also an obli- 
gation to see that this cost which is 
passed on to the employer is reason- 
able. It is not reasonable that the 
charges for medical care should stay 
permanently on pre-depression levels 
while the earnings of all other parts 
of the population have been reduced 
to much lower levels. Sooner or 
later, medical costs in workmen’s 
compensation must follow, in some 
degree at least, the general price and 
wage levels. It is our obligation to 
do what we can to bring this about. 

Something of the same approach 
must be made to the management 
expense problem. We must recognize 
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that the effective handling of com- 
pensation requires a greater amount 
and a higher quality of accident pre- 
vention and claim service than ever 
before, but subject to these limita- 
ations, our expenses, like medical 
costs, must sooner or later find a level 
not inconsistent with wage levels up- 
on which premiums are based. It is 
impossible, however, for the expenses 
of a compensation carrier to shrink 
as quickly or as completely as premi- 
um income due to reduced payrolls. 
It is possible that expense reserves, 
set up on an ultimate actuarial basis 
during periods of payroll expansion 
and included in the premium basis 
when payrolls are expanding, would 
at least partially offset the lag in ex- 
penses when payrolls fall away. 
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T was observed in the depression 

of 1921, and has been observed 
in the minor recessions in employ- 
ment since then, that any substantial 
decrease in employment increases 
the duration of all indeterminate dis- 
ability cases, and causes many cases 
presumably closed to be reopened. 
Any reserve for outstanding losses 
at the end of 1928;-based solely on 
1928 costs, has been inadequate, al- 
though it may have been entirely ade- 
quate had there been no change in 
conditions. From the records of this 
depression, we should be able to de- 
termine just how much a depression 
does increase the cost of pending 
cases. In the future, reserves should 
be not merely the current cost for 
good times but additional provision 
should be made for depression costs. 
An appreciable part of the under- 
writing loss of the companies has 
been due not to current injuries but 
to increased costs of old injuries. 


Many of our companies did make 
provision for these added costs 
through special voluntary reserves or 
other leadings and these companies 
have benefitted from the foresight 
shown. But, while this method may 
help the financial position of a com- 
pany at this time, it does not really 
hit the sore spot. A reserve system 
should be developed that will insure 
that adequate reserves will go into 
the incurred losses used in making 
rates—both manual rates and individ- 
ual risk rates. How can the com- 
panies ever have a favorable experi- 
ence on compensation insurance if 
rates are based on losses which we 
know are less than the ultimate loss 
will prove to be? 

I believe the business can never 
really be satisfactory to either in- 
surance carrier or employer if rates 
are raised sharply when an employer 


can least afford to pay such increases 
and lowered when the employer is 
best able to pay. Therefore, any- 
thing that can be done to make rates 
more stable and fair in the long run 
is obviously desirable. 

I have already pointed out the 
effect of wage reductions on the ratio 
of benefits to payrolls. As long as 
premiums are collected on the aggre- 
gate payrolls of employers, this is 
bound to be the case and rates will 
go up when wages go down, and rates 
will go down when wages go up. The 
payroll basis is the most practical 
basis which has yet been found for 
determining premiums, but I suggest 
that careful study be given to the 
use of some modified payroll basis 
which may be practical. 

If it were possible to exclude from 
the payroll upon which we base our 
premiums all weekly earnings in ex- 
cess of the maximum compensation 
wage and to include for each em- 
ployee insured a minimum wage 
equal to the minimum compensation 
wage applicable to him, a great part 
of our difficulties would be ended. 
Changes in wage levels would have 
less effect on the rate level. Rates 
would have been higher than they 
were during the high wage period 
and lower during the low wage pe- 
riod. The premium would have been 
the same in either case, but rather 
than guessing at the effect of wage 
changes or uniting some years until 
the experience reflected changes, the 
adaptation of rates to wages would 
be instantaneous and automatic. It 
would also make rates much fairer 
as between employers who have dif- 
fering wage levels. It would cer- 
tainly make for greater stability in 
rate levels. 

DOD 

E now come to the third class 

of problems — the steadily 
broadening application of compensa- 
tion laws. Those resulting from spe- 
cific legislative enactments are rather 
taken care of, for compensating rate 
adjustments usually are and ought to 
be made to take effect simultaneously 
with the law changes. This should 
be done if for no other reason than 
to advise the employer of the increase 
in his cost which the legislation 
change has caused. Because the em- 
ployer must pay the cost, he should 
be kept fully posted of all develop- 
ments that may affect his cost. 

However, these changes, which re- 
sult from more general changes in 
compensation laws, from broadening 
interpretations of compensation laws 
by courts and commissions, are more 
difficult to take care of. I remember 


(Continued on Page 21) 
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Century Of Progress Ready 
World’s Fair At Chicago Brings Together A Myriad of Exhibits 
On A Vast Scale In A Setting of Modermistic Beauty 


N our Editorial page is pub- 
O lished an estimate of the value 

of The Century of Progress, 
Chicago’s World Fair of 1933, in 
which its larger aspects as a force for 
the promotion of good will and the 
advancement of business relations be- 
tween people everywhere, is dwelt 
upon. We feel, however, that our 
readers who are planning to visit the 
Exposition would welcome a_ short 
survey of its various attractions, and 
accordingly the following brief ex- 
planation is presented. 

The $25,000,000 show brings to- 
gether the greatest series of action 
exhibits (showing processes in actual 
operation) that ever one might 
imagined. 


Dynamic conception, expressed in 
its architecture and carried out in its 
organized-exhibits plan, well distin- 
guish these expositions from all for- 
mer efforts of the kind. 


The visual exposition of human 
progress is accompanied by an 
amusement and entertainment back- 
ground in which the show world liter- 
ally has been combed for, thrills, but 
with the underlying thought that 
everything must be worth while. 

It has been said that no one can 
understand the new architecture un- 
til he has seen A Century of Progress. 

Most of the exposition buildings 
are windowless to allow constant con- 
trol of illumination. The exterior ef- 
fect depends on the planes and sur- 
faces. Color and light are vital in the 
decorative scheme. Miles of neon and 
other gaseous tubes will be used to 
bathe the buildings at night in a glow 
of colored radiance. 


Pe ay 


HE heart of the Exposition is 
the Hall of Science, where the 
story of science’s creative work in 
human progress is shown as_ the 
nucleus of the exhibitors’ scheme. 
Scientists on the staff of the expo- 
sition, aided by members of the Na- 
tional Research Council, have organ- 
ized the basic sciences, physics, chem- 
istry, mathematics, biology, geology, 
and medicine, into exhibits in action. 
In the physics section will be 
shown, for example, how gases exert 
pressure, how refrigerating systems 
operate, and how sound is transmitted 
by light beams. 


Chemical changes will be shown as 
the basis of transformations of raw 
materials, coal, oil, wood, and miner- 
als, creating products in metals, 
paints, dyes, soaps, medicines, lubri- 
cants, food, inks, glass, and textiles. 


The Geologic exhibits will show the 
formation and growth of our planet. 


Exhibits of the petroleum indus- 
tries will show how oil deposits settle 
along strata folds in pools thousands 
of feet below the surface. A model 
oil refinery in operation will demon- 
strate how the crude oil is trans- 
formed into gasoline and by products. 


The biology section will have a 
laboratory in operation and will show 
evolution from the primitive cell to 
its highest organization in man. 








Plant cell growth will show how 
food is formed in cell transformation 
actuated by sun rays. 

Mathematics heretofore has been 
considered undemonstrable by mov- 
ing dramatic exhibits but in this sec- 
tion has been assembled a series of 


visualizations which make mathe- 
matics alive. 
In the medicine section will be 


seen the Transparent Man, an heroic 
size model showing the deep organs 
in action. Other models may be put 
in action by the visitor touching elec- 
tric buttons. 

The science exhibits are the 
groundwork of the industrial food, 
housing, manufacturing, transporta- 
tion, social science, and other exhibits 
which show the application of science 
in daily life. 














Gigantic sculptured plaque, named “‘Light,”’ 








one of the two figures that flank the sides 


of the Electrical Building of A Century of Progress Exposition. 
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In a completely equipped factory, 
tires at the rate of one every ten min- 
utes will be manufactured. 

Huge banks of open hearth fur- 
naces and Bessemer converters will 
be portrayed in action. Specially de- 
signed lighting apparatus will exhibit 
the full operation of a steel plant. 


W: INDERS of modern electric- 
ity will be revealed in a com- 
plete series of exhibits in the Elec- 
trical Building, one of the great fea- 
tures of the exposition. 

A modern packing plant in opera- 
tion and refrigerated transportation 
will be shown by the meat industries 
with exhibits and illustrations of the 
importance of meat products in the 
diet. 

Fish packing plants will visualize 
in models and dioramas. 

The dairy industry in its own build- 
ing will have a pageant display and a 
complete series of exhibits, including 
a model dairy restaurant. An exhibit 
of perfect human models, women and 
men, Olympic champions in action 
poses, will demonstrate the ideal hu- 
man being. 

A combined poultry exhibit will 
stage an egg-laying contest by cham- 
pion hens of America, Canada, Aus- 
tralia, and Europe. Poultry raising 
and marketing equipment will be 
exhibited, 

A series of animated tableaux of 
kitchens, stone age, Elizabethan, Vic- 
torian, American Colonial, and mod- 
ern efficiency home kitchen, will be 
shown. Processes and packaging of 
prepared foods and methods of home 
canning in glass and metal will be 
exhibited. 


Visitors will see silk stockings 
woven by modern automatic ma- 
chines, shirts made, tooth paste 


mixed and packed. 

A complete automobile assembly 
line will be seen in operation, the 
materials coming in at one end and 
the finished car driven off under its 
own power at the end of the line. 
Another maker has a quarter-mile 
testing track. 

The great series of transportation 
exhibits make use of outdoor track 
space, a demonstration field for har- 
vesting and trenching machinery, and 
the great Travel and Transport 
Luilding. 

Outdoors, the Royal Scot, crack 
flier of Europe, has been brought over 
for the exposition and will be con- 
trasted with two premier American 
trains and with a three-car section of 
the palatial Mexican Presidential 
train. 
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A rescue car of the U. S. Bureau 
of Mines will show methods of 
rescue. 

In the Travel and Transport Build- 
ing will be a great, colorful pageant 
of transportation. Two all-aluminum 
Pullman cars with streamline bodies, 
specially designed de luxe automo- 
biles, cabin airplanes, a huge elevated 
panorama of moving pictures and 
speaking figures in a diorama are 
among the innumerable features of 
the show. 

A group of eight small houses, 
ready to live in, have been built to 
show how prefabricated units cut 
costs in half and produce dwellings 
that are the last word in efficiency. 
There will be all-steel houses that can 
be put up in a few days, a three-story 
brick house, built all in one piece, and 
a circular all-glass house. 

Interior decoration of these houses 
is to be modernistic in striking 
schemes. 

To round up the pageant of prog- 
ress of the machine age, modern 
methods of training human beings 
are shown in the exhibits of the new 
education methods in the Hall of 
Social Science. 

The whole story can only be high- 
lighted. It is told with a background 
of historical and ethnological exhibits 
showing the sources of human devel- 
opment and evolution. 


SS 


OVERS of thrills will have a 
:. memorable revel at the Fair. 
The Sky-Ride gives a third of a mile 
ride in rocket cars above the lagoon. 

Steel towers of the Sky Ride, 628 
feet high, are the highest structures 
west of New York. They are 2,000 
feet apart and constitute one of the 
world’s longest suspension bridges. 
Overhead cable track for the observa- 
tion cars is at the 210-foot level. The 
observation platforms at the 210-foot 


level will overlook a matchless 
panorama. 

The fun center for children will be 
Enchanted Island, with a magic 


mountain slide, fairy castle, house of 
marvels, a mechanical zoo, miniature 
railroad, marionette show, children’s 
theater, and heroic figures of toys 
and story book characters. 

On the Midway will be the cyclone 
steel roller coaster with its breath- 
taking dips, banks and curbs and its 
“jazz twister.” Close by will be Fly- 
ing Turns, the Bozo, Cyclone, Fun- 
nies, Lindy Loop, and Hey Day. 

The Fort Dearborn Massacre will 
be pictured on a curtain of steam. 
Old Fort Dearborn is an exact repro- 
duction of the frontier post burned 


by the Indians 121 years ago. Close 
by are reproductions of Abraham 
Lincoln’s birthplace and other Lin- 
coln buildings. 

Companion historic show will be 
the Panorama of the Battle of 
Gettysburg, shown with sound effects. 

“A Million Years Ago” is a dome 
under which mechanically animated 
dinosaurs, mammoths, sabre tooth 
tigers, and giant gorillas pant, paw, 
bare their fangs, and roar. 

Admiral Richard E. Byrd’s An- 
tarctic ship “City of New York” will 
be anchored in the lagoon. 

In the Oriental Village will be 
dancing girls, wrestlers, fencers, 
sword fighters, sand diviners, and 
jugglers. 

A life-like model of the All Ameri- 
can girl will reveal the apotheosis of 
American womanly pulchritude. 

Sa 


N unique freak show, conducted 

by Duke Mills, will include all 
the performers in the motion picture 
“Freaks,” as well as many others. 
Another show operated by Lou Du- 
peur, will contain a mysterious freak 
to be exhibited for the first time. 

A Midget Village will be peopled 
by sixty diminutive villagers. 

Cliff Willson’s snake show—in- 
includes giant pythons and other rare 
snakes from India, Africa and South 
America. 


Carter the Great will perform 
tricks of magic. Milne, the character 
analyst, will scrutinize handwriting. 

A Dance Ship, double-decked, with 
two dance floors and two orchestras, 
will accommodate between 2,000 and 
3,000 on the shore of Lake Michigan. 

“Laff in the Dark” and “Fascina- 
tion” are two novelty rides with orig- 
inal features. 

The Alligator fight, where daring 
Indians dive into a tropical pool to 
wrestle full-grown alligators, will in- 
clude a complete Seminole Indian 
Village. 

Over the Fair will soar Captain 
Walters observation balloon. Two 
Goodyear dirigibles will carry pas- 
sengers over the exposition grounds 
for the ultimate in sightseeing trips. 

An old time Mississippi river show 
boat will be moored in the south la- 
goon, and a company of show boat 
troupers will present repertoire in 
daily bills. 

A Norwegian Arctic whaler will 
bring a real whale, 55 feet long. 

Submarine S-49 will be in the 
lagoon. 

From a sponge fishing boat, divers 
will go down and drag sponges from 
their beds on the bottom. 


(Continued on Page 30) 








Notes About Insurance 
(Continued from Page 8) 


“2. Co-operating with sellers in the pur- 
chase and application of insurance. Surely 
buyers cannot obtain the greatest results 
for each unless individually and collec- 
iively they have the best of feelings toward 
the insurance fraternity. Neither is it con- 
ceivable that misfortune will come to 
either group if they compare opinions, and 
help to develop constructive plans in har- 
mony. 


“3. Stop switching our insurance carrier 
loyalty, if such it may be called and give 
our present underwriters a chance to cor- 
rect those conditions which are not satis- 
factory to us as policyholders. Too often 
they are given no opportunity to defend 
themselves. 


“4. Accomplish prevention at the source, 
instead of wasting so much effort in en- 
deavoring to stop losses already started. 
In other words, we spend large sums for 
fighting fires, prosecuting criminal activi- 
ties and attempting to correct conditions 
after much damage has been done. 

“5. Centralize the prevention activities, 
the purchase of insurance and the adjust- 
ing of losses.” 


Among changes of amplification of 
existing methods which Mr. Betterley 
suggested were the following: 


“Insurance contracts couched in more 
simple and understandable language which 
in our opinion would result in less contro- 
versy and errors. 


“Basis of settlement established w hen the 
contract is issued, adjusted to owners’ in- 
terest and use. We would eliminate as 
far as possible the establishment of loss 
values through forced sales and certainly 
favor equal rights of appraisal. 

“Segregation of risks is favored to estab- 
lish rates equitable for each insured. 


“A general adoption of the plan of 
prompt partial payment with other install- 
ments following periodically with a fixed 
time limit, say six months, is submitted 
for consideration. The claimant does not 
need immediate reimbursement in full and 
the additional time would give the insurers 
a better opportunity to meet the require- 
ments of a large loss or series of losses, 
with least possible disturbance of assets. 
Such a plan would presumably act as a 
deterent in unreasonable claims and it is 
our opinion that it would be preferable to 
the sixty-day waiting period in recent 
effect. 

“Uniformity of laws regulating insur- 
ance is everybody’s goal. The spread of 
business activities beyond State lines calls 
for comprehensive policies without ‘fences.’ 
This is one of the most annoying features 
for the purchaser of insurance and a com- 
parison of standard forms now required by 
various States shows variations which are 
incomprehensible.” 


Attack Insurance THE question of 
Credit Problem agency balances 

came up for ear- 
nest discussion at the Spring meeting 
of the Western Underwriters Asso- 
ciation. President Walter D. Williams 
stated that the present method of 
operation does violence to every 
sound business principle. He em- 
phasized the fact that premiums are 
the property of the company and 
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asked if they should not be remitted 
at once on their collection. If credit 
is to be extended, he queried, why 
should it not be extended by the com- 
pany? 


Speaking of agency contracts, he 
said there must be a trust relationship 
established between the agent and the 
company, and premiums collected 
must be regarded as trust funds. 


Court Gives 


A JURY inthe Essex 
Large Verdict 


Circuit Court of 
New Jersey last week 
returned a verdict of $93,400 in favor 
of the family of the late Dr. Daniel 
L. McCormick against John L. Kus- 
er, growing out of an automobile 
accident in November 1930. It is 
believed to be the largest verdict ever 
given in such a case in New Jersey 
and is a striking example of the need 
for high limits in automobile liability 
insurance. 


Plan to Merge STATE INSPEC- 
Kentucky TOR AND EXAM- 
Departments INER MATT B. 

SEWELL of Ken- 
tucky, in a report filed with Governor 
Laffoon, has recommended that the 
department of Fire Prevention and 
Rates be merged with the State In- 
surance Department by the next gen- 
eral assembly. The two departments 
are now separate but both are under 
control of the State Auditor who ap- 
points the Insurance Commissioner. 
Mr. Sewell recommends that the 
merged departments be under con- 
trol of the Insurance Commissioner. 


Mutuals Get FIGURES from 
Larger Share of the 1933 Argus 
Casualty Business Casualty and Sure- 

ty Chart give a 
very interesting indication of the 
trend in casualty insurance. Casualty 
premiums for all classes of carriers 
totalled $831,328,310 in 1932, com- 
pared with $995,558,799 in 1931, o1 
a decrease of 16.5%. Stock casualty 
companies showed a decrease of 
17.6%, while the mutual companies 
had a decrease of only 9.6%. Recip- 
rocals and Lloyds suffered the heavi- 
est losses in premium volume, with 
a decrease of 19.7%. The stride tak- 
en by mutual casualty insurance in 
recent years can be best realized when 
we state that during the five year 
period between 1926 and 1930, the 
mutual casualty companies handled 
11.6% of the total premium received 
by stock and mutual companies. In 
1931 the mutual percentage had risen 
to 15% of the combined premium in- 
come, and in 1932 the mutual casu- 
alty companies had 16.2% of the 
total business. This growth indi- 
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cates a broad swing towards mutual 
insurance which shows every indica- 
tion of continuing. The superior 
management of the mutual companies 
is demonstrated in the underwriting 
results which they have attained. The 
combined loss ratio for the stock 
companies was 70.6%, while for the 
mutual carriers it was only 64.9%. 
In practically every one of the major 
casualty lines the mutual underwrit- 
ers were distinctly better in the re- 
sults secured than their stock com- 
petitors as is shown by the following 
table. 


Mutual Stock 
Loss Loss 
Ratio Ratio 
Automobile Liability. ... 57.0% 70.3 % 
Automobile Property 
PPI 85 So ttale va scclecae 39. 50.2 
Automobile Collision.... 53. 65. 
Other Liability.......... 47.5 54.4 
Workmens Compensation 81.9 95.1 
PUR eos os ois avers: cca teatin 43.6 56.4 
LS A an 47.6 46.4 
Burglary & Theft....... 40.4 SiS 
iGO SOCK. ccc sedesace SOD 116.8 
Steam Boiler... ...6<.. 3.6 8.0 
MACHINERY. anc5.05i5- 4 e050 19.8 8.8 


It will be seen that in all classes 
of business, except plate glass and 
machinery insurance, where the vol- 
ume is very small, the mutual com- 
panies did much better than the stock 
companies. 


I. M. U. A. Fur 
Policies Get 
Merit Rating 


THE Inland Ma- 
rine Underwriters 
Association has 
approved the prin- 
ciple of merit or “judgment” rating 
applicable to the furriers’ customers 
policy, which is available to furriers ° 
who store furs with a value of more 
than $150,000. The rules under 
whjch merit rating will be determined 
have not generally been disclosed. 
However, it is known that the $150,- 
000 requirement will be an average 
between value of furs stored July 
31st and August 31st, 1932. It is 
not contemplated to allow much re- 
duction in rate due to merit rating. 
The purpose, it is said, is to meet 
competition. 


The allowance or disallowance of 
merit rating will depend largely on 
how a risk was originally written. It 
is said, also, that convincing reason 
for special treatment must be pro- 
duced. For instance, if a company 
asks for merit rating on a risk it now 
has and which it had for the previous 
term, the I. M. U. A. will probably 
demand a showing that the risk has 
been contacted by some competitor 
and the lower rate would help to hold 
the business ; that original rating: was 
improperly high, or some other urg- 
ent cause for reduction. 








16 JouRNAL oF AMERICAN INSURANCE 


JOURNAL OF 
AMERICAN INSURANCE 


Copyright 1933 by American Mutual Alliance 


June 
1933 





Published Monthly by the 
American Mutual Alliance 
230 N. Michigan Avenue 
Chicago, Illinois 
A. V. Gruhn, Editor and Business Mer. 
Edwin L. Poor, Managing Editor 








Commissioners, YouAreWelcome 


T will be the privilege of Chicago to entertain many 
notable conventions during the coming summer, but 
among them will be none more vitally important to 

millions of Americans than the National Convention 
of Insurance Commissioners which is to assemble on 
June 1 and continue for three days of mingled busi- 
ness and pleasure. 

Representing the Insurance Department of the states 
the men who come to this significant gathering are 
charged with high responsibilities—responsibilities di- 
rectly related to the personal fortunes, the homes, the 
business and property interests, the actual comings and 
goings of Mr. and Mrs. American Citizen. As adminis- 
trators of the insurance laws of their respective com- 
monwealths they enjoy a power which must be wisely 
exercised. Integrity and trained capacity for wise de- 
cisions are essential to the performance of their duties. 
The success of the insurance companies in effective 
service of policy-holders; the security of the savings of 
multitudes ; the soundness of those poolings of resources 
which men have made as a safeguard against the risks 
of fire, accident and storm, all depend in no small de- 
gree upon the intelligence and fidelity with which the 
commissioners discharge their functions. Also in matters 
of legislation affecting insurance they naturally exert 
much influence. It is with a well-founded feeling of 
security that the public contemplates the good work of 
the Convention in the past and the evidence pointing 
to continued service to the insurance public in the future. 

HICAGO cordially welcomes these key-men in a 

field so extensive. They will find this capital of 
interior America in hopeful and friendly humor, and 
putting forward its best foot to realize the possibilities 
of the New Deal in a new era. Chicago at the end of a 
hundred years is ready to prove that when she celebrates 
a Century of Progress she has genuine reason for doing 
so. The evidences that she has kept abreast of the van 
are on every hand, but within the area of her second 
World’s Fair they are concentrated in a manner to 
excite the wonderment and convince the most incred- 
ulous. 

It is a happy circumstance that the convention coin- 
cides with the opening days of A Century of Progress 


Exposition. The commissioners will have a new story 
to tell when they return to their respective states, a 
story freshly exciting. Possibly they may not like the 
modernism of architecture and color that make this 
exposition a departure from all precedent, a forecast of 
tomorrow rather than a reminiscence of yesterday. But 
like it or not they will be stimulated by it. The exposi- 
tion will intrigue their curiosity, and what is more, so 
far as our visitors have leisure to penetrate its arcana, 
to observe its marvels displayed in gay but windowless 
structures, their curiosity will be fed with satisfying 
food. 

Within its gates thev will be on the frontier of thought 
as it blazes the way of a new world; they will be among 
the pioneering minds of the laboratory, the workshop 
and the studio; they will hear the cadence of the for- 
ward march of Time; they will catch the note and the 
tempo of a changing world. 

Chicago regards her Century of Progress not as occa- 
sion to rest upon her laurels, but as the irresistible 
prompting to greater achievement. 

Chicago is a friendly city. Her hand will be reached 
out in greeting. She will do all in her power to make 
her guests happy while they dwell within her borders. 
The American Mutual Alliance, with its headquarters 
in this city, is delighted to be Chicago’s representative in 
extending her welcome. As the special host of this con- 
vention it will leave nothing undone to make that wel- 
come, in warmth of heart and readiness of service, 
worthy of Chicago. 


Sa 


An Outside View 


PEAKING before the annual insurance conference 
S of the American Management Association, P. D. 

Betterly, Assistant Treasurer of Graton & Knight 
Co., gave an outline for the guidance of the business 
man who desires to purchase his insurance on a sound 
basis. 

In the opinion of the speaker, insurance policies 
themselves are subject to improvement, for he says 
that “insurance contracts couched in more simple and 
understandable language, which in our opinion would 
result in less controversy and errors” are one of the 
most pressing needs. It is true that the insurance 
companies have made very little effort to better their 
policy contracts in many of the important lines. This 
has been principally due, of course, to the adoption of a 
standard policy by the legislatures of many states from 
which the companies are not permitted to deviate, but 
there is apparently little question in Mr. Betterly’s mind 
that the forms and endorsements which are attached to 
the policies and which, in many cases, constitute the 
vitally important part of the contract, could be better 
prepared. 

In lieu of rigorous enforcement of the sixty day rule, 
Mr. Betterly says that it would be better if there were 
“a general adoption of the plan of prompt partial pay- 
ment with other installments following periodically with 
a fixed time limit, say six months. The claimant,” he 
continues, “does not need immediate reimbursement in 
full, and the additional time would give the insurers a 
better opportunity to meet the requirements of a large 
loss or series of losses, with least possible disturbance 
of assets. Such a plan would presumably act as a 
deterent in unreasonable claims, and it is our opinion 
that it would be preferable to the sixty day waiting 
period in recent effect.” 

The suggestion is worthy of study but its practical 
application might be difficult. 
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Life-Lights Against a Business Background 
Looking Progress in the Eye 


dently challenging and curiously 

intriguing exposition the other 
day in company with a friend who 
has the habit, call it good or bad, of 
inscribing a large question mark over 
every popularly acclaimed idea. He 
is an excellent corrective for half- 
baked enthusiasm, for emotional fer- 
vor that has stopped short of serious 
reflection. 


] came away from Chicago’s stri- 


Together we had toured the far 
extending grounds, taking note from 
several vantage points of the archi- 
tecture, the color scheme, the grand 
design. We had spent an hour or 
more in the Hall of Science and an- 
other hour in the Transportation 
building. Time and ourselves were 
exhausted, and only a beginning—a 
very small beginning—had been made 
of the effort needed to see even one- 
half of what is to be seen. But there 
were general impressions, stimulating 
impressions. In my own mind they 
were somewhat chaotic. I was a 
little bewildered, and not in an articu- 
late mood. 





DOD 
M: interrogational friend, how- 

ever, was never known in the 
matter of ideas or utterance to suf- 
fer from frozen assets. 


“It is all very amazing,” he said. 
“There is much about it I don’t like, 
but, nevertheless, the things that rasp 
me interest me. It is clear that in- 
telligence has been at work even 
where the results, on first glance, ap- 
pear only freakish. I felt myself in- 
tellectually excited by the exhibits we 
saw, and emotionally excited by the 
tradition shattering buildings and 
their vivid coloring. After a dry 
era—so-called—in which I have faith- 
fully ridden on the water wagon, I 
have the sensation of suddenly be- 
coming intoxicated, and, as you can 
testify, I have drunk nothing but 
coffee and a glass of orange juice. I 
have been at expositions, which, if 
you avoided the amusement area, 
were nice, quiet, soothing or gently 
elevating affairs in their aggregate 
effect upon the spirit. But this ex- 
position, even with the same exclu- 
sion, is, to put it mildly, exhilarating. 
It stirs you up. Vulgarly speaking, 
it jazzes you. 

“But underneath the thrills—many 


of them pleasing, some of them rath- 
er disturbing—I find a big question 


By S. J. DUNCAN-CLARK 


uncoiling itself in my mind. Just 
what is this thing P-R-O-G-R-E-S-S 
which Chicago celebrates to the ex- 
tent of a century’s worth, and then 
some? 


“We talk about it a lot. We boast 
about it vain-gloriously. We put it 
on a throne and do obeisance to it. 
Is it merely a Mumbo-jumbo word 
or the great and splendid desideratum 
that our eloquence acclaims it?” 


“Keep your eye on the traffic light,” 
I interjected, “or progress will be at 
an end so far as you are concerned.” 


He stepped back on the curb in 
time to avoid being swiped by a pass- 
ing truck. 


“How do you know?” he asked. 
“Perhaps it would only be beginning. 
However that is not the point at issue. 
The point is are we really celebrating 
something worthy of all the flags and 
the music when we salute Progress as 
the magnificent characteristic of the 
past 100 years, or 1,000, or 1,000,000 
if you like. I understand there is a 
collection of models of prehistoric 
beasts at this fair, and that should 
justify at least a million years of 
retrospect. 


“Tf there is any virtue in progress, 
as I see it, that virtue lies in the fact 
that it means moving forward to the 
experience of a better life. A lot of 
persons use the word, and seem to 
value it, when all they mean is that 
we have more things and many 
more different things, than our ances- 
tors had. Now it is a big question in 
my mind whether more things, and 
many more different things, have 
really made for a better life. They 
have made for a cluttered life and a 
complex life. They have developed 
more desires into needs. They have in 
creased our dependency upon appa- 
ratus. But is life itself richer, sweet- 
er, happier, nobler than it used to be? 
I insist that there is no other satis- 
factory criterion by which to judge 
whether all our frantic energy, all 
our wonderworking ingenuity, has 
resulted in anything that justly can 
be called progress.” 


“But,” I interposed, “surely some- 
thing is to be said for the fact that 
science has tremendously enlarged 
the capacities of the human race. I 
mean the telescope, the microscope, 
the radio, the airplane, and such in- 


ventions have added enormously to 
the field of experience open to hu- 
man intelligence.” 


“Granted,” said he, “but has in- 
telligence itself increased? Have we 
today any wiser men than Plato and 
Aristotle, Socrates and Epictetus? 
Have we any greater artists than 
Michael Angelo and Da Vinci, Rem- 
brandt and Rubens? We know more, 
true, but are we making better use of 
our knowledge? Rome made holiday 
by turning wild beasts loose on de- 
fenseless victims in the arena. We 
maim and slaughter them on our 
streets as if we were wild beasts. 
Rome had its plagues that slew the 
physical lives of thousands. We have 
checked the plagues, but we have sub- 
stituted depressions that slay the 
souls of millions. Rome fought with 
swords and chariots. We fight with 
machine guns and tanks. What price 
progress from that standpoint ?” 


“You are a devastating person,” I 
exclaimed in irritation. “You are de- 
stroying my illusions.” 


Oy 


66 OD forbid,” he replied, “since 

illusions are essential to prog- 
ress. They sustain hope. I am 
merely challenging popular notions— 
deflating pomp and circumstance a 
bit. As a matter of fact, I believe 
there has been progress, but not so 
much in things as in points of view. 
We still fear war but we have 
stripped it of its romance and glory. 
We do not lie about it as we once 
did. We have organized goodwill 
and neighborliness in caring for the 
sick and the handicapped and unfor- 
tunate. We no longer think of hu- 
man affliction as the will of Provi- 
dence, but as the consequence of hu- 
man blundering and social mal-ad- 
justment. We do not believe that the 
poor are necessarily to blame fer their 
poverty. Too many of us have been 
poor lately to hold that once com- 
mon idea. And we are at last talking 
of planning our economic and social 
future—which, if it means anything, 
means giving progress significance by 
giving it a goal.” 


“Thank you,” I said. “I was con- 
templating suicide a moment ago, 
but now I am willing to meet you to- 
morrow morning for another whirl 
at the Fair.” ; 
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Millions May Go Up in Smoke Because a Few Degrees 
of Humidity Were Lacking in a Building 


Venting Dust Explosions 


By HYLTON R. BROWN and 
RICHARD L. HANSON 


PART II 


N the room tests with the ignition 
at the center and the vents cen- 
trally located in each panel, very 

little could be done in the way of 
studying the effect of location and 
distribution of vents. There was an 
indication, however, that one or two 
larger vents were more effective 
than several smaller ones totaling the 
same vent area—this probably being 
due to the resistance offered to flow 
through small openings. 


The effect of location and distrib- 
ution of vents was most successfully 
studied in the gallery tests. In these 
tests the gallery was used as a closed 
unit, as shown in Fig. 6. The ignition 
in each case was located as shown in 
the center of the gallery section be- 
low vents G and H. The manometer 
was located as shown. Grain dust 
was used throughout. 

From Table 1 it may be seen how 
vents N and P at the opposite end 


from the ignition are inadequate pro- 
tection, although they more than con- 
form to the total vent required for a 
cubical structure. Conversely, %4G 
provided all the vent necessary to 


prevent the breakage of glass. Here 
the vent was much less than that re- 
quired in a cubical structure of simi- 
lar volume. This vent, being so close 
to the ignition source, dissipated the 
pressure rapidly and permitted a very 
slow propagation toward the closed 
end of the gallery. This type of pro- 
tection can not be advised because the 
exact point of ignition in an indus- 
trial plant explosion is not predeter- 
mined, but it does show how much 
more effective the vent becomes when 
it is located close to the ignition 
source. 
QOD 


HESE findings agree very closely 

with those of Greenwald and 
Wheeler* in their work at the British 
Experimental Station at Eskmeals, 
England, in tests with bituminous 
coal dust in a cylindrical steel gallery 
7% feet in diameter and 750 feet 
long. The pertinent conclusions of 
these tests were: (1) Where the 
openings are near the origin of the 
explosion, they are more effective in 
checking the ‘propagation than cor- 
responding openings located along the 
path of the explosion where the prop- 
agation is being developed; (2) “The 
influence of openings along the path 
of an explosion is mainly one of re- 
lease of pressure, so that when the 
openings are ahead of the flame its 
velocity is increased and when be- 
hind its velocity is decreased.” This 
matter of effect of location of vent 
on flame speed was readily observed 
in the gallery tests at Arlington, the 
size of the gallery, however, being too 
small to consider measuring this 
phenomenon. It is interesting to note 
that the Eskmeals tests and those at 
Arlington, while on a vastly different 
scale and with different materials, 
produced results or permitted ob- 
servations which were analogous. 





* Paper No. 14, Safety in Mines Research 









































Board, 1925, H. M. Stationery Office, London. 
TABLE I. 
Gallery Tests (Grain Dust). 
No. of Total Glass Average Vent per 
Vents Used Tests Vent Area Broken Pressure 100 cu. ft. 
ES race is cc anew anes ws 11 2.0 sq. ft. 356 1.6 
teat cs, wire wea annie 9 0.5 sq. ft. None 214 0.4 
i ae 3 eee ee 3 2.5 sq. ft. None 141 2.0 
HKMP (part opening).... 2 1.0 sq. ft. None 312 0.8 
HKMP (part opening).... 3 1.7 sq. ft. None 153 hao 
All vents (small opening).. 2 1.5 sq. ft. None 172 iz 
TOWER ROOM 
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Figure 6 








- When the venting was distributed 
along the gallery and either four vents 
or all eight vents were used, the 
amount of safe opening corresponded 
very closely to that for the room 
tests. This is shown in the lower 
part of Table I. As the venting of 
the gallery at the end opposite the ig- 
nition was extended to include NP 
and %4M, sufficient protection was 
furnished to lower the pressures and 
prevent glass damage. It may be seen 
that this is not entirely due to the in- 
creased vent, but also to the increased 
distribution. (See Fig. 6.) 

This advantage of using distrib- 
uted vents is still further emphasized 
in a comparison of several explosions 
of starch dust. With 3.25 sq. ft. of 
vent evenly distributed throughout 
the length of the gallery an explosion 
of starch dust ignited by a flash from 
the room produced a pressure of 155 
pounds per sq. ft. With 4 sq. ft. of 
vent distributed in the half of the 
gallery remote from the source of ig- 
nition an average pressure of 470 
pounds per sq. ft. was recorded. 
When all vents along the gallery were 
closed and the end left entirely open 
to provide 6.25 sq. ft. of vent, large 
amounts of glass were broken and 
pressures exceeding the manometer 
scale, but estimated to be as high as 
1500 pounds per sq. ft. were pro- 
duced. 

If any elongated structure is to be 
protected against dust explosions, 
whether it be tower, gallery, or L- 
shaped building, the building should 
be sectioned or zoned into cubical 
units. The vents may then be ap- 
plied for each of these units at the 
limits of the unit itself. That is, vents 
should be in the amount recom- 
mended for the particular dust, and 
for the volume of the cubical unit 
and should be located in the roof or 
outer wall enclosing the cubical unit 
or zone being protected. From this 
it may be seen that when a dust haz- 
ard is located in the center of a build- 
ing between floors where the distance 
to an outer wall exceeds the height of 
the ceiling, venting is difficult and 
complicated. 


Effect of Differences in Size and 
Type of Ignition 

Undoubtedly the size and type of 
ignition are responsible for many of 
the differences noted in dust explo- 
sion tests. Trostel and Frevert in 
their study of the lower limits of con- 
centration for explosion of dusts in 
air® called attention to this fact and 
listed their results obtained with three 





'“The Lower Limits of Concentration for Ex- 
plosion of Dusts in Air,” by J. Trostel and 
H. W. Frevert, Chemical & Metallurgical En- 
gineering, Vol. 30, No. 4, January 28, 1924, 
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types of ignition, namely, a glower at 
1200°C., an arc at 33 volts 5 am- 
peres, and an induction coil spark 
produced by a flow of 3 amperes at 
6.5 volts in the primary winding. 


No attempt will be made in this ar- 
ticle to draw a fine distinction be- 
tween different types of ignition. In 
fact, the glower, an electric heater 
coil, was used in all tests for the 
primary ignition, and preliminary 
tests indicated that changing the posi- 
tion of the ignition coil in the room 
did not have any appreciable effect, 
except perhaps to change slightly the 
time interval as it was raised or low- 
ered when light or heavy dusts were 
being tested. 


A marked difference was notice- 
able, however, between what may be 
termed primary and secondary igni- 
tions. For instance, explosions in the 
gallery and tower occurred much 
more quickly, and the pressures rose 
much more rapidly, when dust clouds 
in those parts of the structure were 
ignited by a flash from a primary ex- 
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plosion in the adjoining room than 
when the coil alone was used as the 
source of ignition. This difference is 
believed to be due to the fact that the 
flash from the primary ignition in the 
room, when partly vented through a 
small opening into the gallery, took 
the form of a flame eight feet or more 
in length. The flame ignited the dust 
cloud at about the same time through- 
out its length, while the coil in the 
gallery itself produced an ignition at 
only one point, and it was necessary 
for this ignition at the coil to propa- 
gate through the dust cloud, rela- 
tively a much slower process which 
produced a slower pressure rise. 


The results obtained in this series 
of tests were as follows: 


Explosions of grain dust ignited by 
a coil in the gallery produced an aver- 
age pressure of about 180 pounds 
per square foot, when 3 sq. ft. of vent 
was provided. Under the same condi- 
tions, except that the ignition was 
produced by a flash from a primary 
explosion in the adjoining room, the 
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Figure 7 
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Demonstration That Proper Venting Would Have Saved Much Window Glass 


average pressure was about 280 
pounds, and in one case glass was 
broken. With grain dust ignited by 
the coil in the gallery a pressure of 
235 pounds per square foot was re- 
corded, with 2.4 sq. ft. of vent. With 
the same vents, when the dust cloud 
was ignited by a flash from the room, 
the pressures averaged more than 400 
pounds, and in one case glass was 
broken. 


When the vent in the gallery was 
reduced to 2.25 sq. ft., an explosion 
of grain dust ignited by a coil in the 
gallery produced a pressure of 400 
pounds per sq. ft. With the same 
amount of vent and a similar dust 
cloud ignited by a flash from an ex- 
plosion in the room, the pressure was 
475 pounds, and two windows were 
broken. 


Starch produced even more definite 
results, showing the difference be- 
tween small and large ignition sources. 


With 4 sq. ft. of vent, an explosion 
of starch dust ignited by a coil in the 
gallery produced a pressure of 270 
pounds per sq. ft. With the same 
amount of vent and similar dust 
clouds ignited by a flash from an ex- 
plosion in the room, an average pres- 
sure of about 470 pounds was re- 
corded. 


When the venting area was reduced 
to 3.5 sq. ft., a pressure of 275 pounds 
was produced by an explosion of 
starch dust ignited by a coil in the 
gallery. With the conditions un- 
changed, except that a flash from an 
explosion in the room was used to 
ignite the dust cloud in the gallery, 
the pressure was 710 pounds. 


With another reduction in the vent- 
ing area to 3 sq. ft. an ignition of 
starch dust by a coil in the gallery 
produced 400 pounds pressure per 
sq. ft. The pressure recorded when 
a flash from an explosion in the room 
ignited the starch dust in the gallery, 
with the same amount of vent, was 
700 pounds, and 2 panes of glass 
were broken. 


These figures indicate clearly the 
added difficulty encountered in trying 
to vent a secondary explosion, and 
emphasize the advantage of providing 
sufficient openings at all points in the 
structure to properly vent any pri- 
mary explosion at the origin. By such 
means the secondary explosion may 
be wholly prevented. 


4, 
Reduction of Pressure by Increase in 
Venting Area 


The venting area per unit of vol- 
ume previously recommended in this 
article is believed to be the minimum 
that should be used to provide pro- 
tection against structural damage. 
Where additional protection is de- 
sired or necessary to prevent dam- 
age to equipment, extra vents should 
of course be provided. In fact any 
additional venting that can be pro- 
vided will pay good dividends should 
an explosion occur, because as shown 
in a study of the tests, the explosion 
pressures dropped rapidly as the 
venting area was increased beyond the 
amount recommended. To show this 
reduction the pressures recorded with 
different vent openings have been 
plotted and curves drawn, as shown 
in Fig. 7. The points plotted for 
grain dust indicate very definitely the 


trend of the curve, showing the re- 
duction in pressure which may be 
expected through an increase in the 
venting area. Believing that the curve 
for starch dust will follow closely the 
one for grain dust, it has been drawn 
accordingly through a smaller num- 
ber of points representing typical 
starch shots. 


Here again the data given are for 
cube-shaped units or small square 
rooms, and pending the securing of 
additional test data their application 
to long narrow rooms and galleries 
or high towers and bins can be based 
only on data from a few shots in the 
gallery and tower referred to under 
the heading, “Effect of location or 
distribution of vent.” These tests in- 
dicate that the provision of vents in 
approximately the same ratio of area 
to volume as used in the room will be 
satisfactory, provided the venting 
area is distributed in such a way that 
each cubical unit of the structure has 
its share of vent. It is presumed that 
the increasing of this evenly distrib- 
uted venting area will result in cor- 
respondingly reduced pressures, as 
was the case in the room. 


Effect of Outside Glazing 


During the making of tests to deter- 
mine methods of venting or other- 
wise reducing the pressures that 
would be built up in a room or build 
ing where dependence had been placed 
on fixed glass for venting, it was 
suggested that outside glazing might 
permit the glass to be blown out of 
the frames at a pressure below that 
required for breaking. Accordingly 
the steel sash was reversed, and a 
series of tests arranged to determine 
the pressure at which glass would It 
blown out when placed in the frames 
from the outside with clips only, with 
plastic putty, and with commercial 
putty. 

The first tests were made with clips 
only. Ten clips were used on 13” x 
19” panes, and the glass was sub- 
jected to gradually increasing pres- 
sures produced by explosions of grain 
dust. The pressures were increased 
by closing vents on other sides of the 
room as each successive explosion was 
produced. Undoubtedly the type of 
clip used, the manner in which they 
were used, and the type of explosion 
producing the pressure had an im- 
portant bearing on the results ob- 
tained. These tests with clips were 
to determine their relative resistance 
rather than to determine their prac- 
ticability. The average pressure at 
which glass was blown out when clips 
alone were used was about 50 pounds 
per sq. ft. 

(Continued on Page 31) 
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Compensation Experience 
(Continued from Page 12) 


in a discussion of compensation in- 
surance costs as long ago as 1915, the 
late Theodore E. Gately presented 
a study of the increasing cost of com- 
pensation in a number of foreign 
countries and, if I remember rightly, 
some provision was made in rates for 
this increase at that time. 


Had business conditions remained 
reasonably normal during the twenty 
years of our compensation experi- 
ence, it is probable that this increasing 
cost would have been more regular, 
and it would have been provided for 
in rates, but the very abnormal con- 
ditions during the war radically 
changed the normal development of 
our compensation experience. In- 
stead of continuing the increasing 
cost trend which would probably have 
been normal, losses during the war 
years were actually reduced, at least, 
in proportion to payrolls. Since 1921 
and until the present depression, we 
have had this increasing cost trend, 
more pronounced in some states than 
others. I do not believe it is a per- 
manent trend for at some point each 
of our state systems will reach some 
degree of stability. 


During the past ten years, however, 
no theory or practice has been adopt- 
ed adequate to meet this trend. Be- 
cause the changes were sometimes in- 
tahgible, sometimes not apparent at 
the time, they have not been recog- 
nized until three or four years later 
when the loss experience had ma- 
tured. Thus, the rate level rather 
continually lagged behind the cost 
trend, and the loss experience of the 
companies continued unfavorable. A 
frank recognition of these rather 
fundamental characteristics of work- 
men’s compensation after the de- 
pression of 1931, would, I believe, 
have largely corrected the rate prob- 
lems of the past. In fact, in a num- 
ber of states, there had already, be- 
fore the depression, ceased to be any 
imcreasing cost trend. I believe that 
sooner or later this stability will be 
reached everywhere. I think that 
entirely inadequate detailed study has 
en given to workmen’s compensa- 
tion experience, and that on the whole 
too much generalization has been ap- 
plied to the problem. I believe that 
had we the knowledge ten years ago 
which we have now and some of 
which could perhaps have been then 
available, we could have and perhaps 
would have disregarded competitive 
mpulses sufficiently to have devel- 
oped a rating program which would 
have furnished reasonable as well as 
adequate rates. I have no doubt 
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whatever that regulatory officials 
would have cooperated and that em- 
ployers would have paid the real but 
fair cost. 

I have tried to cover a great deal 
of ground in this discussion. I have 
not covered many matters of import- 
ance and have rather sketchily cov- 
ered others. | do wish, however, to 
emphasize certain convictions which 
I hold. I believe that such prob- 
lems as we now face in compensation 
insurance are largely problems, not of 
this depression, ut fundamental 
problems which we failed to solve 
during the years before the depres- 
sion. We failed to understand our 
business, and we failed to attain a 
satisfactory degree of cooperation in 
our rate making and administration. 
Too often we were looking to hard 
at possible competitive advantages and 
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overlooking the necessity for sound 
practices which know no competitive 
difierences. 


I am not at all pessimistic over the 
future of compensation insurance. 
We now have all had the experience 
necessary to solve our problems. We 
have already adjusted our business 
to the present depression conditions. 
We still have to solve some of the 
problems which have been with us for 
years. If we recognize our obliga- 
tion to employers and employees to 
take full advantage of our very great 
opportunities for loss prevention 
work, if we recognize that our busi- 
ness can only be made profitable by 
reducing losses, I am confident we 
can have the full support of regula- 
tory authorities and of employers in 
obtaining fair pay for our services. 


New Aspects In the Fire Field 


In the Light of Altered Conditions What Lies Ahead of this Branch 
of Underwriting 
By PAUL L. HAID 


President 
Insurance Executives Association, 
New York City 
Address before the Round Table Conference, “In- 
surance Under Changed Conditions,’ New Willard 
Hotel, Washington, D. C., Thursday, May 4, 1933. 


OUR President has asked for 

comments on new developments 
in fire insurance along the following 
lines: 1—How has fire insurance 
been affected by the depression? 2— 
What changes have taken place to 
meet altered conditions? 3—What 
lies ahead for fire insurance ? 


To claim that the fire insurance 
business has not been. seriously af- 
fected by the depression would be to 
deny facts and figures available to 
anyone interested, and I assure you 
that there is no desire to minimize 
the hard realities of the situation. 

The direct and most telling effects 
of the depression upon fire insurance 
companies have been the depreciation 
of securities held for investment, a 
lessened investment income, and a 
substantial reduction in premium 
income. 


The depreciation of securities has 
been felt by fire insurance companies 
in relatively the same proportion as 
it has been felt by banks, life insur- 
ance companies, and all other invest- 
ors. Investment losses have reduced 
surplus funds to an appreciable ex- 
tent and in not a few instances stock 
companies have transferred funds 
from capital to surplus in order to 
maintain such funds proportionate to 
the needs of their business. For- 
tunately, companies generally were 
in a good position to make such trans- 


fers as capital funds were more than 
ample for their business needs. 


Despite the depreciation of securi- 
ties and despite the substantial reduc- 
tion in income with its attending 
increased expense ratios, the fire com- 
panies as a whole are in a strong 
financial position and are able to af- 
ford ample protection to their 
policyholders. 

The revenue from premiums has 
diminished at the rate of more than 
one hundred millions of dollars 
($100,000,000) a year for the 
past three years. The income for all 
companies in 1929 was more than 
one billion, five million dollars 
($1,005,000,000); in 1930 it 
amounted to nine hundred and one 
million dollars ($901,000,000) ; in 
1931, it was seven hundred and 
eighty-nine million dollars ($789,- 
000,000) and in 1932 it was six hun- 
dred and seventy-two million dollars 
($672,000,000), showing in that 
year a reduction of more than 32% 
from the peak of 1929, 

For the first quarter of the current 


year premiums are off approximately 
10%. 


It is hardly necessary to account 
for this decline for the factors are 
obvious, The reduction of building 
values, the low prices of commodities, 
depleted stocks of merchandise, cur- 
tailed production, the lack of pur- 
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chasing power and the dearth of new 
construction are all factors account- 
ing for the shrinking premium 
income. 


OR the past three years a con- 

stant concern of company man- 
agers has been the revision of ex- 
penses in keeping with the diminish- 
ing income. Not all of the expenses 
of the companies are easily or quickly 
controlled. Some expenses indeed 
are quite beyond control. For in- 
stance, there is the matter of taxation. 
Taxes are onerous and there seems 
to be little hope for early relief. It 
has been stated by this body that 
“insurance companies have been com- 
pelled to become tax collecting agen- 
cies, collecting from their policyhold- 
ers taxes for the general uses of the 
governmental bodies of the various 
communities.” 

An analysis made by the Chamber 
of Commerce of the United States 
of America shows that less than 5% 
of the taxation levied upon insurance 
companies is spent for service to pol- 
icyholders. For many years the 
Chamber of Commerce has held the 
position that the taxes, licenses, and 
fees imposed upon the companies 
should be reduced to such an amount 
as will adequately provide for state 
supervision and regulation of the 
insurance business and that in the 
public interest policyholders should 
not be taxed through the medium of 
insurance companies, except for the 
purpose of defraying the expense in- 
cident to the protection and regula- 
tion of the insurance business for the 
benefit of the policyholders. 


Notwithstanding the fact that the 
Chamber took this position as far 
back as 1924, the burden of taxation 
has increased materially since that 
time until at the present time many 
of the companies doing a typical 
countrywide business are paying out 
in taxes 5% and, in many cases, 
higher percentages of their net pre- 
miums. There has been a noticeable 
increase during the past five years 
and the imposition is a very heavy 
one. I sincerely believe that it would 
be heavier were it not for the strong 
position taken by the Chamber of 
Commerce. It is plainly evident that 
the matter of taxation is one of the 
important items of the company’s 
total expense and an item wholly be- 
yond its individual control. This 
point is stressed because I would have 
you believe that such heavy taxation 
is contrary to the interest of the 
holders of every kind of an insurance 
policy. 

With expenses that are susceptible 
to control the companies have cut 
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deeply and are observing the thrift 
and prudence expected of good busi- 
ness management. Salaries generally 
have been reduced. The operating 
costs of the various rating and in- 
spection and other supervisory agen- 
cies supported by companies have 
been reduced more than 20%. The 
expense of field and office supervision 
has been substantially curtailed. The 
business both of the individual com- 
pany and of the organizations it sup- 
ports is being thoroughly overhauled 
for the purpose of eliminating un- 
necessary expenSe. The companies 
generally are attempting to adjust 
themselves to doing business on a di- 
minished income and upon a thor- 
oughly sound basis. The observance 
of these economies may be cited 
among the changes that have taken 
place to meet altered conditions. 


A very important measure of econ- 
omy undertaken by the companies is 
an endeavor to eliminate the waste 
occurring from policies “not taken” 
after they have been in force for sev- 
eral months, and to eliminate “free 
insurance.” The companies have had 
excellent cooperation from local 
agents and through this activity it is 
quite possible to effect a substantial 
saving. 

Very briefly, the companies have 
taken the position that policies held 
by an assured for any appreciable 
period must be paid for, and the 
agent is held responsible for the 
earned premium on such contracts. 


There is a vast amount of detail 
work connected with the insurance 
business which continues despite the 
curtailed income. Large number of 
policies during the past three years 
have been renewed on an annual 
basis instead of for a period of three 
or five years, as heretofore. The han- 
dling costs of business so written is 
no less, despite the fact that the pre- 
mium is only approximately 40% of 
the term policies. 


Sh 


ANY underwriters have also 
reached the conclusion that the 
business has gone too far in attempt- 
ing to measure the fire hazard scien- 
tifically. For this purpose schedules 
were developed with refinements be- 
yond reason, and there is a growing 
conviction that such detailed analysis 
of rates is unnecessary. Simpler and 
shorter systems for computing rates 
of fire insurance seem desirable. 


Something has already been accom- 
plished towards the preparation and 
application of simpler schedules, and 
if the trial is successful, as I think it 
will prove to be, a very substantial 
economy will be realized. The com- 


panies are also committed to simpli- 
fied forms, rules and clauses. The 
lack of uniformity in forms com- 
monly in use throughout the country 
is largely owing to varying provi- 
sions in the statutes of the several 
states. An earnest attempt is being 
made to achieve such uniformity as 
is possible under the great handicap 
of these restrictions. 

For the past three years the outgo 
of fire insurance companies from un- 
derwriting operations has each year 
exceeded the income and in 1932 the 
outgo of companies generally was 
approximately 110% of their income, 
Realizing that the payment of losses 
is by far the largest single item of 
outgo, the companies have more defi- 
nitely concentrated their attention to 
the adjustment of losses and to the 
expense necessary thereto. 

The stock fire insurance compa- 
nies, members of the National Board 
of Fire Underwriters, consolidated a 
number of their loss adjustment bu- 
reaus and organized under a national 
organization, thereby effecting a more 
efficient and more economical ad- 
justment of losses. This bureau, un- 
der the direct management of the 
chief officials of companies, promises 
substantial savings in the expense 
cost of loss settlements through the 
elimination of waste which frequently 
characterizes the handling indi- 
vidually by companies of loss claims. 

Fortunately, careful underwriting 
was exercised by the majority ot 
companies before the depression, and 
it has naturally been continued and 
in most cases improved. More for- 
tunately still, the fire losses have kept 
within reasonable bounds, on the 
whole, except in certain cities un- 
usual for a depression period. The 
total fire loss of the country dimin- 
ished in 1931 and again in 1932. 

It has been remarked that this is 
the first time in the history of the 
country when a serious business de- 
pression has not been accomplished 
by greatly increased losses among 
manufacturing and mercantile prop- 
erties. However, one of the most dis- 
turbing results of the depression has 
been a decided trend for the worse m 
the underwriting results on classes of 
property heretofore considered the 
most profitable business. Residence 
properties in particular have shown a 
decidely increased burning ratio, 
which is disturbing because indicative 
of an active moral hazard. Certain 
other classes which might be expected 
to show an increased burning ratio 
during years of business adversity 
have stood up fairly well. 

The curbing of incendiary and 
moral hazard losses is a duty the m- 
surance business owes to the public 
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as well- as to itself. However, des- 
pite the most aggressive activities on 
the part of the companies, ably aided 
by state fire marshals and other pub- 
lic officials, there has been a notable 
increased number of fires from these 
causes. 

During March of this year the 
companies, members of the National 
Board of Fire Underwriters, decided 
to pay fire losses only in accordance 
with the statutory provisions of the 
several states where a loss in the ag- 
gregate exceeded $100. The motive 
of companies is not because of any 
inability promptly to pay losses, but 
to deter the unscrupulous from the 
willful burning of property. 

Certain exceptions have been made, 
notably in the Southern California 
earthquake claims, and in several in- 
stances where many claims have re- 
sulted from widespread tornado. The 
companies believe that in this action 
they will have the support of the pub- 
lic generally. The decreased number 
of fires since this action was taken is 
truly remarkable, particularly during 
the month of April. It is again con- 
fidently believed by the companies 
that the wisdom of this action, which 
undoubtedly will tend to conserve 
the wealth of the nation, will become 
increasingly apparent. 

QOa> 


URING recent years there has 

been a tendency on the part of 
many policyholders to make claims 
for cigarette scorches and burns al- 
though no fire actually occurs and 
where such damage is not contemplat- 
ed within the meaning of the fire in- 
surance contract. 

Being concerned with the increas- 
ing number of such claims a record 
has been compiled of the losses and 
expenses paid which shows that the 
aggregate amount of such claims paid 
is now in excess of four million dol- 
lars ($4,000,000) a year. After care- 
ful consideration of all the facts and 
figures, the companies have instruct- 
ed their representatives to refuse 
recognition of claims for cigarette 
scorches on the grounds that such 
claims constitute gratuities that are 
never justified nor contemplated in 
the provisions of the fire insurance 
contract. 

There is no disposition on the part 
of companies to avoid the payment 
of proper claims even when so caused, 
but the practice of making improper 
claims must be curbed. It is sincerely 
hoped that the refusal to pay such 
losses will partially at least eliminate 
careless handling of cigarettes and 
other smoking material. 

During 1927 and 1928 the fire in- 
surance business attracted a_ vast 
amount of new capital. Many new 
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Modern Fire Fighting Equipment Is 
Efficient in Lowering Losses 

companies were organized, many 
more than were needed. Some com- 
panies immediately won for them- 
selves a rightful place in the business 
along sound constructive lines under 
experienced and capable manage- 
ment. Other companies, however, 
were promoted by persons unfamiliar 
with the nature of the fire insurance 
business who looked upon insurance 
companies as investment trusts ex- 
pecting to derive large returns from 
their invested capital. In some in- 
stances the managers of these com- 
panies secured their business regard- 
less of the expense involved. 

Experienced underwriters to whom 
it was quite apparent that business 
acquired in such a costly way would 
eventually lead to ruin, had the good 
sense not to compete. For a while 
these new companies of the type to 
which J] refer had a very disturbing 
effect upon the business. Temporar- 
ily there was a perceptible diversion 
of business to those companies but 
which is now coming back to their 
older and more experienced competi- 
tors. 

Commenting early in 1930 upon 
the operations of this class of com- 
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panies the president of one of the 
prominent companies counseled his 
associates as follows: “If we have 
the courage to let the unsound do the 
unsound thing without ourselves 
competing for the prize which is not 
worth winning, time will shortly put 
an end to their operations, but to fol- 
low an unsound lead or to counter 
with an equally ill-advised move, 
simply spreads demoralization to por- 
tions of our business which would 
otherwise be untouched by the rela- 
tively temporary sojourn of such 
competitors.” And I might add that 
developments of the past year or 
two have amply demonstrated the 
soundness of this counsel. 

Some companies have been unable 
to ride out the storm, a condition that 
should not, however, cause concern 
for the safety and stability of the 
fire insurance business. In most part 
the retirement of those companies has 
been accomplished in an orderly man- 
ner. Many of the retiring companies 
were merged with strong companies, 
well able to carry on. It is now gen- 
erally realized that there have been 
too many companies in the field and 
the economic processes have been 
ruthlessly doing away with the sur- 
plus. 


The result of the depression has 
firmly convinced underwriters that 
the general level of fire insurance 
rates cannot safely be lowered and 
that substantial increases are neces- 
sary on certain conspicuously un- 
profitable classes of business. 

It is no secret that many unpro- 
tected classes of business are writ- 
ten at an underwriting loss. This con- 
dition cannot continue indefintely 
and substantial relief is necessary. 
The average annual rate charged for 
fire insurance has been steadily di- 
minishing not only during the past 
three or four years but during the 
past quarter century. The rate of 
decline has probably been too fast and 
undoubtedly has gone too far. 

The reports of the National Board 
of Fire Underwriters show that the 
average annual fire rate in 1921 was 
96.9, for 1926 the average annual 
rate was 86.2 and in 1931 the average 
annual rate was 73.3 or a difference 


in ten years of 23.6, or 24.4%. 


Admittedly a portion of this reduc- 
tion is warranted due to improved 
construction, the installation of auto- 
matic sprinklers and the improved 
fire protection of cities. However, 
this trend in rate reduction indicates 
fire insurance companies’ willingness 
to charge only the rates necessary for 
the indemnity sold. However, safety 
does not lie in rates reduced to a 
lower level. 
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| i touching upon some of the re- 
sults of the depression and on 
some of the changes that have taken 
place to meet altered conditions, I 
have attempted to develop the 
thought that the fire insurance busi- 
ness, as a whole, was fortunately in 
a good position to meet the severe 
test and trial of these times, and 
that the fire insurance companies, 
again speaking generally, will emerge 
from the depression strong and 
fully able to carry on. ; 

I have not attempted to cover in 
this paper the various public services 
performed by the fire insurance com- 
panies, but I might properly mention, 
just in passing, that the companies 
now do a great deal more than in- 
demnify for loss, and that no incon- 
siderable part of insurance protec- 
tion is the fire prevention service that 
is rendered by the companies. It 
should not be overlooked that the 
companies indemnify for the losses 
which occur despite the eiforts of the 
companies to prevent the occurrence 
of such losses. 

It has been observed that almost 
imperceptibly fire insurance, once a 
business merely for indemnifying for 
loss, has become a business for fur- 
nishing protection against loss. The 
fire insurance companies, both indi- 
vidually and collectively through 
their bureaus, are constantly striving 
to preserve property by inspection, 
by regulation and control of hazards, 
by setting up standards for sound 
construction, by affording engineer- 
ing service to cities, by seeing that 
water supplies and fire departments 
are well-maintained, by showing 
property owners how they can re- 
duce their insurance cost by improve- 
ments, by supervising the installation 
of sprinkler equipments and inspect- 
ing such equipments after installa- 
tion, by protecting, through their sal- 
vage corps, property that has been 
exposed to damage by fire or water, 
by salvaging stocks of damaged mer- 
chandise; and this is only a partial 
recital of services performed in the 
public interest. 

My excuse for mentioning them 
at this time is that I am sure that 
persons engaged in other businesses 
are not fully aware of the services 
performed by the fire insurance com- 
panies. 

Perhaps the public is not fully 
aware of the meritorious services per- 
formed by the companies, but I be- 
lieve that, because of the manner in 
which the insurance companies have 
withstood the results of the depres- 
sion, the public has a greater respect 
for the institution for insurance and 
greater confidence in the insurance 
companies. 
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You will appreciate that it is im- 
possible to forecast the underwriting 
results for the future. I do not hesi- 
tate, however, to express my convic- 
tion that the fire insurance companies 
will be equal to any reasonable de- 
mands made upon them and will 
justify the confidence of the public 
in them. 

On another occasion, when com- 
menting upon the future conduct of 
the fire insurance business, I re- 


marked that while the business will 
be obliged to make some adjustments 
to meet the inevitable changes that 
will occur, and while the business 
must undergo all the vicissitudes of a 
readjustment period, no vital changes 
in the system are necessary. Our 


present system, developed through 
many generations, is essentially 
sound. It has successfully survived 
great conflagrations and previous de- 
pressions and there is every reason 
to believe that it will survive the pres- 
ent depression and continue to have 
a valuable and vital share in the eco- 
nomic order. 

The fire insurance companies are 
proud of the good record they. have 
made, proud of the confidence of the 
public is showing in them, anxious 
to enjoy the continued confidence of 
the public, and determined to de- 
serve continued confidence through 
the faithful and intelligent discharge 
of the great trust imposed upon the 
institution of fire insurance. 


Life Insurance as a National Asset 


Colossal Reserves Play Important Part in Furnishing Much Needed 
Working Capital for the Country’s Commerce 


By M. A. LINTON 
President 
Provident Mutual Life Insurance Company, 
Philadelphia, Pa. 
Address before the Round Table Conference, “In- 
surance Under Changed Conditions,’”’ New Willard 
Hotel, Washington, D. C., Thursday, May 4, 1933. 


NSURANCE in its many forms 
provides a unique method of 

burden sharing. Modern society 
could not function effectively with- 
out it. Losses that would crush the 
individual are equitably distributed 
among those who band together for 
mutual protection. The payment of 
a premium equal to a small percent- 
age of the amount insured makes cer- 
tain that the loss of something of 
value will be compensated for by a 
cash indemnity. 

Life insurance embodies _ this 
unique principle of burden sharing. 
However, it differs in some important 
respects from other forms of insur- 
ance. For one thing, it involves the 
accumulation of much larger reserves 
than do the others. Hence life insur- 
ance yields benefits that accrue to the 
living policyholders as well as to 
those who die. Furthermore, the ac- 
cumulation of these reserves enables 
life insurance to play a significant 
role in furnishing the nation with a 
certain type of needed working capi- 
tal. 

Life insurance is further distin- 
guished because it touches so inti- 
mately the emotional springs of hu- 
man action. To an unusual degree it 
has to do with the realm of the spirit 
as well as the realm of the material. 
One of the most powerful of driving 
forces is human affection and the love 
of family. Life insurance belongs in 
the center of this picture because it 
enables a man to continue to provide 


for his loved ones long after he may 
have been called from the scene of 
action. 

Ordinary plans of systematic sav- 
ing are slow in operation. If prema- 
ture death should intervene, the 
amount accumulated in a few years is 
not likely to be sufficient to provide 
for the family’s needs. Life insur- 
ance furnishes the only way by which 
the problem can be solved. When the 
application for life insurance has been 
approved and a premium has been 
paid equal to a small fraction, ‘say 
2% of the face of the policy, a po- 
tential estate is immediately created 
as if by magic. A load of worry is 
lifted from a man’s mind. He has 
the satisfaction of knowing that his 
family’s future is more secure. He 
can think more clearly, do better 
work, and be an all-around better citi- 
zen. Intangible forces of this kind 
are important creative factors in our 
national life. 

DOD> 

IFE insurance may be had in 

numerous forms. The simplest 
is bare protection insurance covering 
short periods, ranging from one to 
ten years. There was a time when a 
number of companies issued these 
short term policies on a renewable 
basis. At the end of each stated pe- 
riod the policy could be renewed at 
an advanced rate corresponding to the 
increase in age. Human nature is 
such, however, that a continually in- 

(Continued on Page 27) 
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Time Is the Essence of the Contract, Particularly When Crowds Must Be Reckoned With 


The Future of Corporate Suretyship 


The Rating Problems Which Arise Because of the Differences Between 
Suretyship and Insurance Are Further Discussed. 


NSURANCE companies insure 

life, property, accident, casualty, 
etc. It is only corporate suretyship 
that guarantees enterprise—new en- 
terprise. It is a peculiarity of cor- 
porate suretyship that it is perpetually 
called upon to guarantee the financial 
results of new enterprises as to which 
there is no past experience. Each 
new contract for building construc- 
tion, or for vast engineering projects, 
or for maintaining steamship service 
on new routes laid out by the gov- 
ernment, or for financing improve- 
ments, or leasing stores, or extend- 
ing pipe lines, or for a multitude of 
other things daily presented to cor- 
porate surety underwriters is a new 
enterprise from which loss or gain 
may result. On each separate one 
of these, but a comparatively small 
compensation is obtainable by the 
surety—who in effect guarantees its 
success. The corporate surety under- 
Writer therefore, must analyze sep- 
arately each new project because 
there is no experience to guide himand 
successful analysis is the only method 


By R. H. TOWNER 


of the Towner Rating Bureau 
A Continuance of the Lecture the Publication of 
Which Began in Our April Issue 


PART I[Il—Conclusion 


by which he can separate losing from 
gaining ventures, and guarantee only 
the successful ones. The Great War 
in Europe furnished striking illustra- 
tions of this. As soon as the Allies 
established American credits enabling 
them to come into the American mar- 
ket for war material, corporate surety 
underwriters were overwhelmed with 
applications for the greatest variety 
of bonds guaranteeing new enter- 
prises that had ever come to their 
desks. The Allied governments con- 
tracted in America for a vast variety 
and an immense quantity of things 
never before made by American 
firms, and demanded the fulfillment 
of these contracts with the greatest 
possible speed. To accomplish this 
the American contractors had to build 
new factories and new machinery as 
mere preliminaries to turning out the 
things themselves that were con- 


tracted for; and to hasten this the 
foreign governments advanced enor- 
mous sums to the contractors not only 
before delivery of the subject matter 
of the contract but even before the 
necessary factories and machinery 
were ready to begin manufacturing. 
Every day new forms of contract with 
new provisions drawn by the advisors 
of foreign governments were pre- 
sented to surety companies for their 
guarantee. They were asked to guar- 
antee the advances of money, the 
quality and quantity of things to be 
delivered, the time of delivery, the 
secrecy of plans and _ specifications 
and to underwrite a multitude of 
other provisions too various to be 
now recounted. And all this was pre- 
sented to underwriters under the ut- 
most pressure as to speed. Corporate 
suretyship was not then regulated as 
“insurance” and fortunately the bonds 
guaranteed by surety companies were 
not required to be classified and rated 
in advance. It would have been utter- 
ly impossible because a new variety 
of obligation was usually encountered 
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five or six times a week. Neverthe- 
less, it is to the great credit of the cor- 
porate surety organizations of that 
day that through this welter of new 
demands as to which no “experience” 
whatsoever was available, they proved 
capable of analyzing all this new and 
foreign business and of rating it and 
underwriting it successfully. Correct 
analysis at that time stood them in 
good stead and insurance departments 
left them a free hand to use the 
method of analysis which was possible 
rather than “experience” which was 
impossible in computing their rates 
and passing on their underwriting. 


A “a 
- a 4 


HE demands for corporate sure- 

tyship during the war make a 
a fair picture of the every-day de- 
mands for it in time of peace. The 
chief difference is the difference of 
time. When governments are spend- 
ing ten billions or twenty billions in 
two or three years, corporate surety 
underwriting must be done with fev- 
erish haste. Spreading the same ex- 
penditure over twenty years gives the 
underwriters more time for investi- 
gation and consideration but involves 
in the length of time an equal aggre- 
gate amount of corporate suretyship 
and an equal skill in analyzing new 
forms of contracts and new enter- 
prises. The amount of corporate 
suretyship required is approximately 
measured by the amount of money 
spent; and the amount of money 
spent is an approximate measure- 
ment of the number of new enter- 
prises, new contracts that must be 
presented to corporate surety under- 
writers, analyzed and underwritten 
by them. Their task continues in 
peace and in war to ascertain by 
analysis rather than by experience 
the hazard involved in each new en- 
terprise, each new contract and bond 
presented to them. The accuracy 
of their analysis will spell the success 
or failure of their underwriting. 


As long as civilization persists, as 
long as individuals and corporations 
make contracts for new construction 
and expansion, as long as public 
money is spent for new enterprises, 
for roads and dams, aqueducts and 
flood control, for buildings and fleets 
and aircraft, so long will guarantees 
of suretyship be demanded. In Bol- 
shevik Russia the five-year plan was 
undertaken without guarantees of 
suretyship but with threats of condign 
and summary punishment for those 
that fail. Many of these heavy punish- 
ments for failure have been reported 
in press dispatches from Moscow. It 
is the humane way of civilization to 
take guarantees of suretyship for the 


JOURNAL oF AMERICAN INSURANCE 


fulfillment of contracts and if the con- 
tractor defaults, to collect indemnity 
from his surety. Only where the de- 
fault is criminal is he prosecuted and 
punished. Thus guarantees of in- 
demnity are the humane method of 
civilization while penalties and pun- 
ishment characterize the savage meth- 
ods of Bolshevism. 


Dom 

S the demand for suretyship is 
assured while civilization lasts, 

so the future of corporate suretyship 
is likewise assured. Corporate surety- 
ship came into being with the neces- 
sity for providing an additional fa- 
cility for giving surety bonds and 
it has grown as the demand for sure- 
tyship has increased. New statutes, 
new regulations, new taxes, new en- 
terprises of every cliaracter create 
new demands for new suretyship that 
only corporate suretyship can meet. 
It is certain that corporate suretyship, 
although its background is so short, 
may look forward to a long future. 
But while the future of corporate 
suretyship is assured, the future of 
any one company engaged in it must 
depend upon the skill and character 
of its underwriters, plus the adequacy 
of the remuneration which it receives 
for the bonds, which it underwrites. 
Its analysis of each classification or 
homogeneous group of bonds must 
be acute and accurate, for it cannot 
at any given time rely entirely upon 
the experience of the past. I have 
shown how this experience lacks the 
stability which enables the underwrit- 
ers of life and fire insurance to rely 
on the past as a guide to the future. 
Surety underwriters must rely on 
analysis not only for the multitude of 
new contracts and enterprises on 
which there is no past experience to 
guide them, but even on those classi- 
fications where there is past experi- 
ence. There come times in surety un- 
derwriting whey past experience 
must be rejected and analysis adopted 
as a surer guide to future experience. 
In emphasizing the necessity for 
analysis in corporate surety under- 
writing I wish to add some counsel 
to underwriters for their future guid- 
ance. As far as possible they should 
avoid undertakings of long duration. 
Analysis of factors which enter into 
their underwriting in the immediate 
present and the near future is suffi- 
ciently difficult and will sufficiently 
try their skill. Factors of the distant 
future are uncertain and defy pres- 
ent analysis. Therefore, guarantees 
of long time leases and of mortgage 
bonds and of the continued solvency 
of banks and other institutions for 
many years to come, are unwise. No 
past experience can justify them and 


no present analysis can forsee the 
factors which in a long period of 
time will affect them. Underwriting 
standards must be adopted which will 
view each application for suretyship 
realistically, not in the false guise of 
“insurance” or in the rosy but unre- 
liable light of the computed “experi- 
ence” of the past. Rather than “in- 
surance” companies, it is much truer 
to say that surety companies are co- 
contractors, co-depositors and co-in- 
vestors on their various kinds of guar- 
antees. Therefore, when they are 
asked to guarantee performance of a 
contract, the question for surety un- 
derwriters is “Would you undertake 
yourselves to perform this contract 
for the contract price?’ When they 
are asked to guarantee a bank deposit 
for a series of years, “Would you de- 
posit an equal sum of your own 
money in that bank for that length 
of time?’ When they are asked to 
guarantee principal and interest on 
mortgage bonds, “Would you buy 
that mortgage as an investment to 
hold until maturity?’ The answer to 
these questions is not to be found 
in the manner of life insurance un- 
derwriting where actuaries compute 
their premiums on past tables of mor- 
tality, nor in the manner of fire in- 
surance underwriting where they rely 
upon past records of fires. The true 
answer to these questions is to be 
found through accurate analysis of 
present conditions and of what they 
are likely to be in the near future. 


oon 


CONCLUDE, therefore, that cor- 

porate suretyship is necessary to 
a complex civilization and will en- 
dure as long as such a civilization e®- 
dures. There will be surety companies 
as long as there is corporate surety- 
ship. But the “expectation of life” 
for each separate surety company will 
depend upon its underwriters, upon 
the accuracy of their analysis of each 
application for their guarantee and 
the success of their selection of ap- 
plications for approval. Their remun- 
eration must be measured first by the 
value of the services which they 
render and over and above that, must 
suffice for the distribution of the 
losses that they will inevitably incut. 
Premium revenue must be sufficient 
to cushion them against the casualties 
that overthrow their principals. Sel- 
dom can it be reliably computed on 
the experience of the past. Usually tt 
must be measured by the expectation 
of the future. In the long cycles of 
business prosperity and of depression, 
surety underwriters cannot look upon 
themselves simply as money-makets. 


(Continued on Page 30) 
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Life Insurance 
(Continued from Page 24) 


creasing cost for the same amount of 
protection simply is not popular. No 
matter how great the initial enthusi- 
asm, the steadily increasing burden is 
almost certain sooner or later to 
cause dissatisfaction. Furthermore, 
the aggregate cost for this kind of 
protection is quite substantial and at 
the end there is no cash value avail- 
able for the large number of sur- 
vivors. 

Take an actual example from one 
company’s records. If in 1903 a man, 
aged 35, had started out on a renew- 
able ten-year term protection basis 
and had carried $10,000 of such in- 
surance throughout the intervening 
thirty years, the average cost over 
the period would have been about 
$173 a year. Now, at age 65, after 
having paid in more than $5,000, 
there would be no cash value to show 
for it. On the other hand, if in 
1903 he had taken an ordinary life 
contract providing protection for his 
entire lifetime at a level rate of pre- 
mium, his average cost over the 
thirty-year period would have been 
about $12 a year more, and he would 
now have a cash value of more than 
$5,000 on account of the small addi- 
tional outlay. 

To the average man unfamiliar 
with the operation of compound in- 


JouRNAL OF AMERICAN INSURANCE 


terest upon a varying series of pay- 
ments differing but little in the ag- 
gregate, this looks like robbery. Ex- 
planations appealing to his reason 
are nullified by his emotional reac- 
tions. The situation thus created is 
unpleasant for all concerned. 

To meet the objections to renew- 
able term insurance some companies 
have offered such insurance for long- 
er periods at a level rate of premium. 
On the basis of average current ex- 
perience the average cost of $10,000 
of this kind of protection over a 
thirty-year period from ages 35 to 65 
will be in the neighborhood of $50 a 
year below the corresponding average 
cost of the ordinary life policy. How- 
ever, the term policy with its substan- 
tial outlay of over $4,000 for the en- 
tire period has at the end not a dollar 
of cash value. Policyholders become 
deeply dissatisfied and feel that thev 
have been unjustly treated when they 
realize that if thev had paid out some 
$1,500 more over the thirty-year pe- 
riod they could have had an ordinary 
life policy with a thirtieth year cash 
value of over $5,000. It is the kind 
of situation which produces enemies 
of life insurance. 

DOD 
HIS is one of the controlling rea- 
sons, fully supported by experi- 
ence why the life insurance compa- 
nies are not keen about term insur- 
ance, except to cover emergency or 
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temporary needs. It does not build 
satisfied clients; does not make for 
permanence. On the other hand, ex- 
perience has demonstrated the re- 
markable service of the life and en- 
dowment forms of life insurance in 
meeting the varied protection needs 
of the family. The institution of life 
insurance with these permanent 
forms as a foundation has built an 
edifice that is a valuable national 
asset entirely apart from the basic 
insurance principle of burden sharing. 


In turning aside from term insur- 
ance and arranging things so that a 
policy covering the whole of life shall 
have a level or a decreasing cost over 
the years, it becomes necessary to 
build up a reserve. It is an inherent 
part of the level premium plan. For 
example, the leveling of the premium 
in the above ordinary life illustration 
was responsible for the large cash 
value at age 65. In the early days of 
life insurance, the policyholder did 
not get much consideration when he 
was not able to continue paying pre- 
miums. It was from those days that 
there has persisted the sometimes en- 
countered notion that companies 
make a profit out of a discontinued 
policy. Companies do not profit from 
lapsation. On the contrary they go 
to considerable lengths to keep poli- 
cies in force. The agents are urged 
to make premium collections and 
when they make good records in con- 
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serving business they receive special 
recognition. 
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HE building up of a reserve 

naturally raises the question as 
to its ownership. Some twenty-five 
or thirty years ago, the laws of the 
states decreed that the policyholder 
should own it, save for a so-called 
surrender charge which the company 
deducts to square its account with 
the withdrawing policyholder. This 
ownership in the reserve at once 
brings the elements of thrift and in- 
vestment into the picture. They cul- 
minate in the building up of a fund 
available for support in old age. 
Hence the twin objectives of Ameri- 
can life insurance are protection for 
the family in the event of the pre- 
mature death of the policvholder, and 
provision for his own old age and 
that of his wife as they advance in 
years. Whether or not the thrift and 
old age objectives were consciously 
introduced into the picture, there is 
no doubt that they are an inevitable 
consequence of providing lifetime 
protection at a non-increasing rate of 
premium. 


The necessary building up of a 
fund legally belonging to the policy- 
holder naturally gave great promi- 
nence to the cash and loan value fea- 
tures. There has been an increasing 
tendency to look upon them as pro- 
viding a source of emergency funds 
and introducing an investment ele- 
ment into the life insurance contract. 
Since the beginning of the depression 
the life insurance companies in this 
country have paid out over four bil- 
lions in cash and loan values, in ad- 
dition to more than three billions for 
death claims, matured endowments, 
annuities and other income payments 
to policyholders. 


The banking suspension in March 
produced a disturbance in the field 
of life insurance, and the insurance 
commissioners of the important states 
found it necessary to put regulations 
into effect limiting the exercise of 
the cash and loan value privilege. 
Many have been the questions about 
this procedure. In the interest of 
clearing up misunderstanding, we will 
consider briefly the reasons why the 
life insurance moratorium was a 
necessary consequence of the banking 
crisis. 

QS 
HE commercial banking system 
of a country should minister to 
its needs for short-term self-liquidat- 
ing credit. To only a small degree 
should its funds be tied up in long- 
term non-liquid investments. Invest- 
ments of this kind belong in other 
types of institutions; for example, 
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the life insurance companies. Unfor- 
tunately, during the days of optimis- 
tic investing preceding the depression, 
too much banking money was tied up 
in the wrong kind of investments, 
and to make matters worse the bank- 
ing system consisted of more than 
25,000 individual units with poor fa- 
cilities for banding together for mu- 
tual protection. 

Then came the depression, and in 
the nearly three and one-half years 
preceding the general banking sus- 
pension more than 5,000 banks had 
failed. During all this time life in- 
surance was proceeding on an even 
keel, with very few casualties, meet- 
ing cash and loan value demands of 
unprecedented extent. The meeting 
of these demands was possible be- 
cause of the relatively large premium 
and interest income flowing into the 
companies, averaging in a year at 
least 20 ner cent of the funds subject 
to withdrawal. 

However, the complete closing of 
all banks on March 6, following a 
wave of fear and panic, produced 
results that were far reaching in their 
effects. For one thing, it forced the 
strongest nation of the world to de- 
cline to honor its promise to redeem 
its paper money in gold, although 
that nation possessed the largest 
stock of gold in existence. 

For another thing, the storm left in 
its wake several thousand closed 
banks in addition to the thousands 
previously closed, thus exposing a fi- 
nancial institution such as life insur- 
ance to unusual demands for funds 
with which to carry on. The pressure 
became all the greater for the reason 
that conservators and others liqui- 
dating bank assets would gladly have 
borrowers obtain funds from life in- 
surance cash values and use the 
money to pay off bank obligations. 
It is eminently proper that this prac- 
tice should be kept well in hand by 
regulations from the insurance com- 
missioners. 

When we compare the govern- 
ment’s promise to redeem its currency 
in vold with the promise of the life 
insurance companies with reference 
to life insurance cash values as a 
source of emergency funds, it be- 
comes clear that an upheaval which 
would force the government to with- 
draw its promise could not but have 
at least a temporary effect upon the 
other promise. 

Of course it should be emphasized 
that there is no moratorium on the 
payment of death claims, matured 
endowments, annuity, and other regu- 
lar policy obligations. Also, that loan 
and cash value payments are per- 
mitted, and are being made for a 
number of specified purposes. 


po experience we have been 
through clearly shows that a 
stable banking system is essential to 
the carrying out in periods of long 
depression of the cash and loan value 
provision of life insurance contracts, 
Had life insurance throughout this 
depression had side by side with it a 
stable banking system such as that 
existing in Canada or England, life 
insurance cash and loan values would 
almost certainly be unrestricted to- 
day. Life insurance in common with 
the rest of the nation has a tremen- 
dous stake in seeing to it that out of 
this painful experience there shall 
emerge a banking system built to go 
through another period of prosperity 
and at the end be in condition to 
weather a storm. Life insurance 
should not again have to run the risk 
of shouldering heavy banking bur- 
dens and of being subject to panic 
runs as a consequence of large scale 
banking difficulties. 

In this connection, it is well to re- 
member that most of the outstanding 
life insurance is protected by a con- 
tract provision enabling the company 
to postpone for ninety days the grant- 
ing of a cash and loan value. A de- 
ferring clause involving perhaps an 
even longer period should be one of 
the statutory provisions required by 
state laws. Its presence in a contract 
tends to ease the situation all around 
in the event that the supervisory 
authorities are forced to order a 
moratorium. 


Inflation that would produce a 
rapid, substantial increase in the com- 
modity price level is another danger 
against which life insurance cash and 
loan values would need protection. 
The danger is speculative investmeat 
in common stocks, commodities, and 
other tangible property with life in- 
surance cash values supplying the 
necessary funds. Obviously _ this 
could not be permitted on any large 
scale. The commissioners’ restric 
tions are eminently proper so long as 
this threat overhangs the situation. 

Looking into the future, it is there- 
fore clear that the complete fulfil- 
ment of the life insurance cash and 
loan value provision in times of se- 
vere depression depends upon at least 
two things, first, a sound banking 
system, and, second, a monetary pol- 
icy that would not produce a rapid 
rise in the commodity price level. 
The two are of course closely related. 


In the light of recent happenings, 
people have asked whether life insut- 
ance companies should continue to 
include cash and loan value provr 
sions in their policies. We have seen 
how the building up of a reserve '!s 
an inherent part of the plan of pro 
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viding lifetime protection at a non- 
increasing rate of premium. That a 
policyholder under normal conditions 
should be denied access to a reason- 
able part of that reserve is well-nigh 
inconceivable. The attempt to do so 
would break down of its own weight 
after the depression had passed. 

Despite the fact that the govern- 
ment has found it impossible to carry 
out its gold redemption promises, we 
fully anticipate that it will again guar- 
antee to redeem its paper money in 
gold of a specified weight and fine- 
ness. Likewise we fully anticipate 
that cash and loan values will con- 
tinue to be guaranteed in life insur- 
ance contracts. 


Broad policies of this kind are not 
to be determined by fixing attention 
solely upon abnormal conditions 
which arise only at rare intervals. It 
is far better to undergo inconvenience 
for a relatively short period in time 
of crisis in order that normal provi- 
sions may function throughout long 
periods of years for the benefit of all 
concerned. Moreover, as we have 
seen, the probability of trouble will be 
greatly lessened if out of this experi- 
ence we shall achieve a banking sys- 
tem that will not again throw upon 
the nation and its institutions the in- 
tolerable strain to which they have 
been submitted in the latter part of 
this depression. 

DOD 


HE reserves arising necessarily 

from the furnishing of lifetime 
protection at a non-increasing cost, 
result in the accumulation of large 
funds that perform a valuable service 
to the nation. The life insurance 
companies of the country have up- 
wards of fifteen and a half billions 
invested in bonds, mortgages, stocks, 
and real estate. The first two classi- 
fications represent the lion’s share of 
the total and amount to about four- 
teen and one-fifth billions. 
_ In the opening paragraphs it was 
indicated that the funds accumulated 
by life insurance companies were 
much larger relatively than those of 
other types of insurance companies. 
For example, the fire and marine in- 
surance companies doing business in 
the State of New York insure risks 
of considerably more than twice the 
face value of the outstanding policies 
in the life insurance companies doing 
business in the same state. On the 
other hand, the invested assets of 
these fire and marine companies are 
only about one-sixth of the corre- 
sponding figure for the life compa- 
mies. This is the reason why among 
the insurance institutions the life 
Companies play an unusually imnor- 
tant role in the national economy by 
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providing a large reservoir of funds 
available for investment on a con- 
servative long-term basis. 


From a long range point of view, 
this is important to the economic well 
being of the nation. There is need 
for an institution like life insurance 
which in its investment policy seeks 
basic security and steadfastly avoids 
speculation. The conservative under- 
lying .investments of the life insur- 
ance companies are comparatively 
speaking quite sheltered from the eco- 
nomic storms that produce such 
havoc in the upper investment strata. 
This does not mean that life insur- 
ance funds will not experience some 
loss on account of the vast disturb- 
ance through which the country has 
been passing. However, taking into 
account the magnitude of the funds 
involved, the losses will be relatively 
small (assuming that there will be no 
uncontrolled inflation) because of the 
conservatism and_ diversification 
which have characterized the invest- 
ment policies of all well-managed life 
insurance companies. 


We can not emphasize too strongly 
the importance of the role that will 
be played by the life insurance com- 
panies in helping to rebuild what the 
depression has torn down. There is 
especial need for the institutional ac- 
cumulation of funds for conservative 
long-term investment, for the reason 
that wealthy individuals are driven 
by the high federal surtax to invest 
in tax-exempt government, state, 
county, and municipal securities. We 
live in a sort of Alice in Wonderland 
country where it is possible for the 
millionaire to pay a smaller income 
tax than does his secretary. Under 
such conditions, the reservoir of life 
insurance funds will be a most valu- 
able national asset, because through 
it the savings of the millions are 
mobilized and transformed into capi- 
tal for investment in the building up 
of the America that is to be. 


In forecasting this role for life in- 
surance the question immediately 
arises, ‘““Will the cash and loan value 
provision nullify the plan?’ The 
question can not be answered in 
cavalier fashion from the abnormal 
experience through which we have 
been passing. First, we must postu- 
late a sound commercial banking 
system as essential not only to the 
proper functioning of the institution 
of life insurance but also to the 
proper functioning of many other 
essential factors in American prog- 
ress. Beyond that, the question can 
be answered only in the light of ac- 
tuariai analysis of the relation of 
current income to probable demands 
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for cash and loan values if certain 


future rates of new business and of - 


termination are experienced, 

This is not the place nor is there 
time to develop this intensely inter- 
esting subject. However, such studies 
as are available lead to the conclusion 
that plans can be laid for meeting 
cash and loan value demands without 
affecting the basic principle that a 
large proportion of life insurance 
funds can safely, and for the great 
benefit of all concerned, be invested 
as heretofore on a conservative basis 
in underlying corporation bonds and 
in carefully chosen real estate mort- 
gage loans. 


We close as we began, by empha- 
sizing the dual role played by the in- 
stitution of life insurance. First, it 
embodies the unique principle of bur- 
den sharing characteristic of the in- 
surance principle generally. Second, 
it provides a large reservoir of reserve 
funds furnishing important living 
benefits to policyholders and provid- 
ing much needed capital for the up- 
building of the nation. In addition, 
it is permeated to an unusual degree 
by the powerful intangible force that 
makes men go to great lengths to in- 
sure the welfare of those dependent 


upon them. 
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Mutual Gain in THE automobile 
Auto Insurance insurance number 
of the National 
Underwriter, published April 14th, 
gives undisputed proof of the prog- 
ress being made by the mutual com- 
panies in the automobile field. Auto- 
mobile insurance premiums for all 
classes of carriers decreased 14% in 
1932, but the premiums of the mu- 
tual carriers only decreased 2.9%. 
The mutual companies wrote 14.6% 
of the total automobile business last 
year as compared with 13% in 1931. 
Not only did the mutual companies 
do a comparatively better business in 
point of volume than the other car- 
riers, but their underwriting was also 
more profitable according to the fig- 
ures released. The mutual loss ratio 
in 1932 for automobile business was 
40.1% as compared with 41.4% in 
1931. The stock casualty companies, 
on the other hand, had a loss ratio 
of 54.1% in 1932 as compared with 
a loss ratio of 50.2% in 1931. The 
stock fire companies had a loss ratio 
of 57.7% in 1932 as compared with 
a loss ratio of 58.7% in 1931. The 
reciprocal companies had a loss ratio 
of 50.1% in 1932 as compared with 
a loss ratio of 49.5% in 1931. 
These figures furnish conclusive 
proof that in automobile insurance, 
as in all the other lines, the trend is 
toward mutual insurance. 
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Corporate Suretyship 
(Continued from Page 26) 


Rather they must think of themselves 
as conservers of money ;—receiving 
during good times a remuneration in 
excess of their current losses but re- 
taining it in a vast reservoir of sur- 
plus and reserves against the inevi- 
table change in the business cycle 
when losses will mount and premium 
revenue will decline so that when bad 
times come they can draw on the ac- 
cumulated reservoir to meet their de- 
pression losses. In America the vio- 
lence of business cycles is unexam- 
pled. They must be taken into ac- 
count by surety underwriters in their 
analysis and they must count on pil- 
ing up sufficient reserves to meet 
them. If surety companies are able 
to live through the lean years on the 
fat accumulated in the fat years, their 
lives will be long. 

And it is necessary that their lives 
should be long. I have counseled 
surety companies against writing long 
time contractual obligations such as 
guarantees of leases, or mortgage 
bonds. But other long time obliga- 
tions they write of necessity and as 
part of their service to the public. 
They bond guardians for infants 
where twenty years may expire be- 
fore the infant comes of age and the 
guardian’s final accounting is made. 
They bond committees of incompe- 
tents, trustees of trust estates and de- 
vises made for life where the term of 
suretyship is measured by the span of 
human life. In a multitude of like 
cases daily arising the sole reliance 
of widows and orphans is on the con- 
tinued solvency of surety companies 
whose bonds guarantee principal and 
income of estates in trust. All 
these bonds are required by law 
and arise not through the voluntary 
contracts of mature business men but 
from the provisions made by dece- 
dents for the support and education 
of those they loved. If surety com- 
panies fail and these bonds become 
worthless it spells disaster for the 
most helpless members of the commu- 
nity, the widows and the orphans. Not 
only this, but all public administta- 
tion, the common functions of gov- 
ernment, rely upon the bonds of 
surety companies for guaranteeing 
the honesty of public officials, the 
solvency of banks, the performance 
of public contracts, the collection of 
public taxes, the attendance at the 
public courts and obedience to their 
judgments. Let a surety company 
fail, so that a multitude of these 
guarantees have become worthless, 
and public confusion results. There- 
fore, the continued strength and 
solvency of surety companies should 
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be the first object of public regulation. 
They should be allowed such remun- 
eration as will amply cover their 
losses and strengthen them mightily 
during the recurring years of good 
times. Least of all during such years 
should their current loss ratios, if low, 
be employed as an argument for re- 
ducing their premium revenue. In 
such times they should be strength- 
ening themselves, building up surplus 
and reserves and impregnable finan- 
cial resources so that no matter how 
the times may change and mounting 
losses afflict them, they may always 
be strong enough to meet, however 
great, the future demands that are 
bound to come and to meet them with 
unquestioned strength and resources. 
Corporate suretyship must go on be- 
cause it is indispensable to our com- 
plex civilization. But it can only ful- 
fill its useful function as a guarantee 
of long term trusts and obligations if 
the surety companies themselves who 
write it are strong enough to meet 
every demand of the present and face 
the future with fearless confidence. 


Wow 


Century of Progress 


(Continued from Page 14) 


The Streets of Paris will be a re- 
construction of a portion of the 
Quartier Latin. 

The Belgian Village will be a re- 
production of parts of Ghent, Bruges, 
and Malines, in the middle ages. 

In the Gorilla Village, Joe Mendi, 
an educated chimpanzee, will greet 
visitors to a collection of great apes 
in a slice of Darkest Africa. 

Around the Lion Motor Drome, 
auto racers will carry lions as their 
passengers. 

Thrills, without. danger, may be 
had by taking a “stunt” ride in a 
captive airplane mounted on a steel 
frame which allows rolls, complete 
loops and inverted flying. 

Incredible realities will be shown 
by Robert I. Ripley’s “Believe It or 
Not” show. 

The largest horse in the world, a 
Percheron thoroughbred, will be at 
the live-stock and horse show. A dog 
show will exhibit champions of dif- 
ferent breeds. 

DO 


HE Fair will be the sports capital 

of the world this summer. A 
dozen national championships, in- 
cluding track and water sports, are 
scheduled. 

There will be a continuous bridge 
tournament for all comers and 
matches by masters of contract, the 
hands, bidding, and the play-by-play 
being shown on large electric boards. 


As the partial list indicates, a large 
proportion of the amusement fea- 
tures have high educational value, 
Everything will be up to the high 
standard of A Century of Progress, 

DOD 


Commissioners’ Meeting 
(Continued from Page 7) 


HICAGO being the headquar- 

ters of the American Mutual Al- 
liance, that organization has under- 
taken to sponsor the entertainment 
features of the June meeting of the 
Commissioners. Besides doing the 
Century of Progress Exposition from 
end to end and top to bottom (see 
article on the World’s Fair on an- 
other page), there will be a banquet 
at the Old Heidelberg Resturant in 
the Fair Grounds. Besides this, of 
course, the Commissioners will be 
given service by a bureau of the Al- 
liance which will furnish information 
and guides to pilot them to any point 
desired about the metropolitan area. 
Because of the Century of Progress, 
railway rates will be very favorable 
from any point in the United States, 
and it is anticipated that a great many 
of those interested in the Commission- 
ers’ Convention will take advantage 
of the opportunity presented and 
bring their families along on a vaca- 
tion tour. 


IN THE SAME BOAT 

A woman hired a taxicab. The door 
of the cab was hardly closed before the 
engine started with a jerk, and the cab 
began to race madly along, narrowly miss- 
ing lamp-posts, tram-cars, policemen, etc. 
Becoming frightened, the woman remon- 
strated with the chauffeur: 

“Please be careful. This is the first time 
I ever rode in a taxi.” 

The chauffeur reassured the passenger 
as follows: 

“That’s all right, ma’am. This is the 
first time I ever drove one.”—Christian 
Advocate. 


HE’D BE MISSED 
Jupce—“Now, I don’t expect to see you 
here again, Rastus.” 
Rastus—“Not see me again, Jedge? 
Why, you-all ain’t going to resign, is you, 
Jedge?”—Capper’s Weekly. 


PRICE OF SILENCE 

FATHER OF THE BripE—“My daughter 
will have a dowry of $50,000, but of course 
I must make inquiries of your antecedents 
and prospects.” 

Surror—“Don’t make any inquiries and 
I will take her for $25,000.”—Dorfbarbier 
(Berlin). 


BUDDING NATURALIST 
Little Albert came home from school 
with a new book under his arm “It’s 4 
prize, Mother,” he said. “A prize? What 
for, dear?” “For natural history. Teacher 
asked me how many legs an ostrich had 
and I said three.” “But an ostrich has 


two legs.” “I know that now, Mother, but 
the rest of the class said four; so I was 
nearest.”—Boston Transcript. 
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Dust Explosions 
(Continued from Page 20) 


Plastic putty of a standard type 
with four auxiliary clips was simi- 
larly tested. This glaze required but 
100 pounds per square foot to blow 
out the glass. 


In like manner, commercial putty 
(whiting and linseed oil) with four 
clips per pane was tested after a few 
days aging. This required about 200 
pounds per square foot to blow out 
the glass, or double that for plastic 
putty. Considerable added resistance 
js anticipated when glazing with com- 
mercial putty is tested from six 
months to a year after installation. 


These results indicate that outside 
glazing with plastic putty has certain 
advantages worth considering in pro- 
viding venting area for the release of 
explosion pressures. Outside glazing, 
however, particularly on high struc- 
tures, probably would be more diffi- 
cult and more expensive, and replace- 
ment of broken panes would be more 
hazardous. 


Effect of Scoring Glass to Reduce the 
Breaking Strength 


Another method suggested for re- 
ducing the pressure at which fixed 
glass would break and thus provide 
additional venting for an explosion 
before destructive pressures were 
reached was to score or partly cut the 
pane in such a way that comparatively 
low pressures would fracture the 
glass. From the results of the few 
tests made it was concluded that this 
method had some merit. Undoubt- 
edly the depth and the design of the 
cut will affect to some extent the 
breaking strength of scored glass. It 
is believed, however, that such cuts 
will permit glass to be blown out at 
from one-half to one-third the pres- 
sure normally required to break it. 
Figure 8 shows four of the designs 
tested and the pressures at which 
breakage occurred, 
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Perhaps some other design of 
cutting will be developed that will 
allow the glass to fracture more read- 
ily under pressure from within. The 
few cases reported are given to indi- 
cate the possible value of the prac- 
tice suggested, and it is believed that 
the simple designs A and B will be 
found satisfactory where such pro- 
tection is desired. 


It is understood that the scoring 
of glass is not recommended as a 
substitute for movable vents, but 
rather as additional protection where 
large areas of fixed glass are used in 
addition to the recommended amount 
of vent. Information is not available 
concerning the possibility of fractures 
occurring in scored glass due to ex- 
treme or sudden changes in tempera- 
ture or to building vibration, but no 
breakage from this cause occurred 
during the tests. 


Summary 


The series of dust explosion vent- 
ing studies originally planned have 
not been completed and only two 
dusts have been used to any extent, 
but it is felt that the results obtained 
and reported in this article are suf- 
ficiently definite to indicate that: 

1. It is possible to vent dust ex- 
plosions without structural damage. 

2. Fixed glass offers too much re- 
sistance to permit dependence upon 
it alone for the release of explosion 
pressures without structural damage. 

3. Many types of venting equip- 
ment, hinged doors, windows, and 
panels may be satisfactorily used to 
release explosion pressures provided 
sufficient venting area is provided. 

4. Vents near the source of igni- 
tion are more effective than those 
located some distance away. 

5. The venting area required varies 
for different dusts. 

6. Secondary explosions are more 
difficult to vent than primary explo- 
sions. 
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7. A definite reduction in pressure 
results as the venting area is in- 
creased. 

8. Pressures may be released by 
lowering the resistance of fixed glass 
by means of outside glazing or by 
scoring. 

Importance of Continued 
Experimental Work 

As indicated above, many of the 
studies have not been completed, and 
additional experimental work will be 
necessary to determine the venting 
area required to release the pressures 
produced in explosions or dusts other 
than those tested. A study of flame 
travel during dust explosions in dif- 
ferent shaped rooms and a series of 
tests to determine explosion pressures 
in deep bins or vaults also will be de- 
sirable. The heavy losses of life and 
property already caused by dust ex- 
plosions in different lines of industry 
are an incentive to carry on work 
which will aid in reducing or elimi- 
nating this hazard. 

The End 
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Large Drop in A decline of $13,- 
Fire Losses 867,876 or 28.19% 
from the total for 
March, 1932, was registered in March 
of 1933, according to figures given out 
by the National Board of Fire Un- 
derwriters. The total fire losses for 
March were $35,321,248. For the 
first three months of 1933 the total 
fire losses have been $107,530,000 as 
compared with $128,238,000 last 
year, and $129,940,000 in 1931. 

In giving out the March figures the 
National Board called attention to 
the fact that they were lower than 
those of any previous March in at 
least four years, and also to the fact 
that this sharp reduction came at the 
same time as the adoption of the 60- 
day rule. There is little question that 
the bank moratorium, which tempor- 
arily made it impossible for compa- 
nies to pay losses, and the decision to 
withhold payment of losses for 60 
days discouraged incendiarism and al- 
so made honest property owners un- 
usually careful to avoid having fires. 


Lightning Rods for THREE thou- 
Canadian Elevators sand grain ele- 
vators in the 
prairie provinces are to be equipped 
with lightning rods in an effort to 
reduce the fire hazard and secure a 
reduction in insurance premiums. 
The Grain Insurance & Guaranty 
Company has awarded the contract 
for the equipment to Moore Brothers 
of Murrayville, Mississippi, who will 
erect a factory for the fabrication in 
Manitoba. The plant will employ 60 
persons and thirty million feet of 
copper rods will be consumed. 
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CHARTERED 1842 


ATLANTIC MUTUAL INSURANCE CO. 


HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 
CHICAGO OFFICE: 175 WEST JACKSON BLVD., CHICAGO, ILL. 
BRANCH OFFICES: 


BOSTON CLEVELAND 


PHILADELPHIA 


BALTIMORE 


MARINE INSURANCE 





INLAND 











TR 


The largest Company in the United States writing exclusively Ocean 
Marine, Yacht, Inland Marine and Transportation insurance on a Mutual 
Cash participating plan. Profits are shared with the assured. Policies are 
non-assessable, no policyholder being liable to the Company except for the 


payment of premium. 


Latest Dividend 15% 


Property Insured to the Value of Over $42,000,000,000 
Dividends of Profits to Policyholders of Over $120,000,000 
Losses Paid Over $188,000,000 


A GOOD POLICY TO SELL 


Accepts business from brokers and pays commissions in the same manner as other companies. 


























DIVIDENDS 


HE interesting thing about dividends 

is that they have to be earned. Divi- 

dends are end results. What goes on to 

make them possible is more important 
from a management viewpoint. 


For 1932, over $12,000,000.00 in 
dividends to policyholders was paid by 
the companies comprising the National 
Association of Mutual Casualty Com- 


HARDWARE MUTUAL 


panies, of which this Company is a mem- 
ber. No inconsiderable accomplishment 


for the year 1932! 


What exactly made these dividends 
possible? Well, several things. Economy 
in acquisition and operating costs. Low 
loss ratios due to selection of good 
normal risks, and an organized individ- 
ual company effort to make these risks 
better. The co-operation of policyhold- 
ers in avoiding accidents. Sound invest- 
ment structures. Good management at the 
top —good captains all down the line. 


Of such elements are dividends bred. 
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DIVIDENDS AT STEVENS POINT 


Since 1914, over $6,000,000.00 in dividends have 
been returned to policyholders. 


CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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